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\ D ey _
Sertion 823 of the Education Amendments of. 1974 (PL 93-380}
* requiresS a thorough study of :the manner in which the
-rrgéative measure of. poverty for use in the financial
assistance program, authorized- by Title I of the Elementary -
,and Secondary Education-Act of“1965; may be more accurately L
arid currently developed. . - b, L

s
> - B
N \

) ,fﬂhak financial assistance program is administered by the Commissioner '
of Education, through the Office of Education, Department of ;Health,
Education, and Welfare. An important feature is the use of a formula
prescribed by-Section 103 of the Elementary and Secondary Education Act
for the apnual distribution of Federal funds to school districts. A
significant factor in the formula is‘the number of school-aged children
§ to 17 ihipoor families-within each school diStrict. The:measure of
poverty which is used, and which is the subject of the study mandated-
by Section 823, is the Federal government's official statistical definition
of poverty (also known'as the Orshansky, OMB, Census Bureau, or Social
Security poverty lines). . . ’ .

oo : ’

Other work related to poverty measuremerit has been called for in -
recent legislative acts. In the Comprehensive Employment and Training N
Act, the Secretary-of Labor is directed to develop and maintain compre- -
hensive hourhold budget data at differént levels of living, including.

a "level of adequacy." Any.such review of the level of adequacy must

necessarily be closely related to measures of poverty. The Housing and

Community Development Act of 1974 gives the-SecCretary of HUD authority "\

to adjust the poverty measure to reflect local variations™ in the cost - )
of living. The Conference Report accompanying it directs the Secretary <
to develop or obtain data with respect to the "extent of poverty" by '
_ metropcitan aréas and to submit such data to the Congress as part of
-a March 31, 1977, report.

3

e we

. Because of the broad scope of the subject matter, coverage of the ]
study of the measure of poverty mandated by Section 823 of the Education - -
- Amendments of 1974 was extended to include implications of the study :
fifdings for the poverty-related programs of all affected Federal
departments and agencies. The Title I program of the Elementary and
Secondary Education Act was given the most detailed treatment, to meet . =
the legislatively-mandated specifications for the study as well as to
serve as a primary example of application of the concepts of poverty - )
measurement to Federal programs. The findings of the study are published et
in a report entitled, "The Measure of Poverty." An important objective B
of the study was full discussion and documentation of the major elements
of currently applied and potentially usable poverty measures. Material
containing essential supporting documentation for the study was assembled
as technical papers. These have been written to stand alone as complete
technical treatments of specific subjects. -
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) The stud was performed under the direct guidance -of a Pover t§”
" stidies Task Force of the Subcommittee on the Education of the Dis-

. - advantaged and.Minorities, Federal Inter-Agency Committee on Educatioh.
Technical papers were preparéd at the request of, under the direction
of, and subject to review by the Task Force members. Some-papers | )

. are primarily the work of one or two persons; these are attributed to
o their -authors. Others result from the collective input: .of Task Force

members or advisors .and no specific attribution is .given. except -
t6 the Task Force, as a whole. . - R

-

’

The _following listings shoy-members of the Poverty Studies Task
Force by appropriate Federal departments and agencies, and-the titles
i and authors of the technical papers. o o :
“° 4. - This réport, contains Technical Paper-XIV,.Relative Measure of
speernmererBOVEEEY-— It was prepared by Stanley Stephenson, Jr.., Department; of
= - Economics, Pennsylvania State University. -
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, To ot;>tain copies of the ;eport', "The Measure of Poverty," or
any of the technical papers, please write to:
Office of the-Assistant Secretary for Planning and Evaluation
Department -of Health, Education,-and Welfare
200 Independence.Avenue, SLW. - -
- Room 443D - South Portal Building ' -
Washington, D.C. 20201 - v
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CONCEPTUAL s} eTION - . NI

Def 1n1ng and measur ing- poyerty has been an exp11c1t task of the .
Federal government for .more-than a decade .Because a dons1derable
amount of Federal funds-are disbursed on the basis of the main povert

def1n1t10n used b e‘government, it is important per 1od1ca11y to 7 -
examlne the Way poverty thresholds are’ estab11shed 0

i
{
]

)
M -

. th1s Daper a ma1n ‘concern is the compar1son of the present B
official poverty definition with a relative measure of .poverty def .ned
as. Ohe-half median family income. The compar1son is made both concep-
tually and empirically and these two aspects comprise the two major C i
. parts of the paper. W1th1n the f1rst part, the conceptual section, - -
- ‘we discuss 1ssues common to’ both’ poverty measures .as well as the mea- " .
. o Sures themselves. Readers who are less interested in backgnound~*~""g
issues, ‘suéh as def1n1ng 1ncg$ei_f_y;ulsh-te~sktp parts sparts of thé conéep-
tual section, Next).in the— pirical section, we-use both poverty '
-atdsrtxriﬁﬁﬁﬁfne the extent and. incidence of poverty. Particular
emphas1s is given#o geograph1c .compar isons' in the incidence of
poverty among families and how the 1nc1dence has varied between 1967
and 1974. In additionawe £ociis_ on how the chorce between measuring
".. family income on a national versus. state average affects the geoy -
graph1cal distribution >f relative -povertys “"Such decisions it 1s
_shown,-have; slgn1f1cant 1mp11cat1ons For the distribution of Federal

- ‘funds based on poverty standards. The\paper assumes some fam111ar1ty
with, the Federal government's official statrst1cal poverty measure,
. Readers mrght wish to refer to The Measure of Poverty, a rEportr

. prepared by an Interagency Poverty Stud1es Task Force for add1t10nal

1nformat1on on this subject. [~

t

This papé& was prepared as a techn1ca1 paper to that report to g ,’ 'E

provide further élaboration on the subject*of relative versus absoZ . . e

- lute poverty measures. Some conceptual material common to all poverty T
measures is repeated here'for the sake of completeness and because of - -

gewsthe thh degree of Lelevancy to ‘the sub]ect at hand T : E.k4 “

— :‘\:'.7 =

Selected Issues in Defimng Poverty ) i I '

. ~s e — ) . %. - -

Povetty can be defined in econom1c terms or in a social or - cul- - s

tural context. In this inguiry we. examine only the former. W.thin o

. economic definitions of poverty two central guestions are: (}) ‘How . Yy s .

_is the poverty standard established?. (2) How does it vary over time? .
"Depending on how one answers thes~ guestions, a relative-or an abso- :

. lute definition of poverty can -be established. 1In the extreme,,these =
definitions reflect, respect1vely, concern for relative depr1vat1on - e
‘ahd m1n1mal consumpt ign’ needs. In=either case a convenient method
‘of measur1ng poverty involves a measure of income, e.g., a person -

__ is poor if_his.income for a period is below that considered adequate
for minimal needs or he is poor if his income is below a certa1n per-
centage of the average income for his community. Defining- and mea-
suring income is thus central to defining and measurlng.poverty.

& . . PR
¢ ~
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) Because, as w111 be seen, e1at1ve poverty meas.ures are basedp
Qn reva1‘L1ng income and consumption levels, it is usefa:{l to e:(amme
var ious concepts and problems associated with measur ing<inc me. s
‘The c}lscussmn that- follov;s is an attempt to draw t ethe ,/ mfor\m—

ally, selec:ted issues 1nv,olved in defining. income $j 1ce ese 1—ssues,
~if poor -c unts are determined by 1ncome\thresh61ds may alter poore

_ -counts. any of these jAssues are also dlSC sed”1n’t e main body

. report, The Measure of/ Poverty in $everal. & n1cyl papers- s
which accompany. that xeport: We first de\felop a‘theoretical income
defmu:lon and then sompare this 1ncom/e/concept with 'the‘ft‘”tal ~
morey, income! concept used by the/census. / e — ‘
7 i" = B :

Iwo theoretlcal approaches to the problem *of - defmlng mcome )
have been dev opecT. The- f1rs%approach “is~Erom the public f;mance
is-more concerr; with?ability to\pay‘el/ In this
beneﬁlts are gt usually considered, in makmg tax
18 / tween *individgals so as to achieve a dedree of fan‘-
nesg, i.e.,,“reating:equal y situated persons alike. In th1s -case, ’
iricome £or a year would. e the sum of received wages, ~1nterest,
rents, xhv;giends, entr/epreneunal income, and net income ga1 B
but/would not 1nc1ude the cash va‘lue of food stamps received/or
-He Health hazarés assoc1ated wrth, for instance, air pollufion.
L~ A gecond theore ical ‘approach to income definitions 1s™con erned

/ T with- ab1lrty } consume. Both approathes are concerned yﬁ?many

- -

sof the>same iéfues, but it is t = secorid one that-is more/directly
4 alu'ﬂed with an attempt to meéasure poverty. E‘or ,instance,_ econom1st_’

- 8ir John R. H;Lcks has written' / : . 5
-~ £ [ °

—— o

The purpose of - income ca]]culatlons 1n pract1cal affairs
is to dive people an ;indjication of Ehe amount which they
» ‘tan copsume without i erishing. themselves. - Following
out t 1S 1dea, it would/seem that we. ought to define a -
man"s income°as the ma imum value hé can consume during a
week, and still expect/to Beas well off at the end of the - | .
- “week/ as he was at the egmnmg 2/ . B / .
/ ]

whether or not one‘agrees wlth ‘Hicks' observation . regarding the
purpose /of measur ing; income, the main analytical problem is how to
derive /from his abstra«; ion an ope@tmnal definition of 1ncome.
A mn'nt?er of spec1f1c i ,ues must be~addressed in any such atter
These/includes theé ti \ ’perlod over which income is measured, when /
incone is measured, Several issues which may 5e¢;u1re income to be
;estunated or 1mpu b, choice of reportmg unit,/and family sizZe - /
~ adjustments. Thi% list|of issués is se"lectlve/ yet touches on- most
of the majot corceptual problems in defining income. Measur ement
ptoblenms, especi'ally income underreporting, Are obviously r,e}ated,
but are not systematlc 11y discussed here. T :

/
v
‘ _ /
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A chks/arbltrarrly selects & week as-a time un1t, yet there
1s eason why one’could not /fefer to m ’/;hI/’or’to annual income
1ndeed, toteven a lifetimg, Note that’we refer to the week as
the t1me unit in which we es lmate 1ncome, or tHe. "accountable
. ‘perlod.: "This is-not the s#ne Ps how Gften we measure income, or
. the. "acéountrnq period". 3/ anslder an example involving earningsy”
S a component of -intome. one worKer receives $10 per. day on a daily
. -basis for 20 days “a mongh and é second worker receives $200 per month
~ona monthly basis, medsured anome cquld vary between the workers .
CAfe they were asked what earnlngs they had received in the last dav,
or weekL But, if-asked for earnrngs last month -there would be no
dlfference. A related issue is when 1ncome is recelved, pr more
. exactIy, when the,receipt of income and payment of expense is re=
.corded In the example crted, “if the first person receiyes each
day hls pay 'of $10 per. day, his earnrngs for a 20 day month w>uld
stlll be.$200., If the second worker. 'performs his JOb one month
but is pald his’$200 two months later, should the ihcome and any
: expenses of. worker two be counted fzr the month the cash is re-
ceivéd, a cash basis; or 'should the net income be asCOCLated with
the monthftn whi¢h thé'income was farned, an accrual Qas1s.
pOlnt is,that income is a dynamlc doncépt which 1m011es
a flow/of net'receipts over time.| If there are no. changes over
tlmesrn relative prices and interest rates and if the fldw of re-
celpts is fixed, a first“income definition is the capitalized %
value ofl prospective recelpts. If we vary the length of the e
/ accountable period, then income may vary directly (more receipts) -
and indirectly- (11ke1y changes 'in interest rates and relative /
aprrces) If the-latter change, income is the max1mum amount one, .
.. can consume in one perlod and still expect to consametthe same. , --
. amount iri each ensurng perrod 4/ ‘ / )
In the d1scuss10n of other issues in 3ef1n1ng 1ncome, séch P
as the imputed income from assets, it w111 be shown that the -
chorce of time period is a general issue that affects othér in- .- '
» - Come componehts. In fact, it mrght be arg -3 that time is the
most important aspect in def1n1ng income because a future receipts
- concept of income recoanzes both the fut.. 8 consumptaon potential
of a present investment and’ the inherent arb1trar1ness of defining
)________lncome in relatien to a parthular s11ce of chronologlcal time. 5/
Ex Anté Versus Ex Post Measurement. . ;/ \ S
* 7
To, the perceptrve reader, it is probably CIEar by now that the |
writer has focused exclusrvely on potential consumptlon as estimated’ -
prror to the beginning of a time unit. If poverty is defined accord-
'ing to income level, do we define a person as poor if he is engcted
to be poor or whether he' has been poor? The Lwo are related, but are :
separate concepts.which have srgnrflcant programmatlc implications. .
Attentlon to ex ante or prospectlve income reportlng 1s consistent . :

”
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Qiﬁhﬁﬁhe‘ﬁaeore;iéal goal of predicting’economic kehavior based on
individual income expectations. Strictiy speaking, Hick's income.

- .definition is an ex ante concept becggse income is what a person,

can-gxpect to,consume and be as wel\off after the period as 2efore

. the perlod. - Nothipg-need,bé sald about whether or not these indi- |
vidual expectations are actually realize%d Yet, 'the p osibility

. -exists that actual receipts may have exc ed_or fallen below
i .. predicted receipts. This windfall gain oy loss, when used to ad-
"~ ‘just income ex ante, is called income Ei?E?ﬁﬁixhe—}attefﬂequals____“_#_
':;gghSu@ptionApIus‘capital’ac¢umulatipn and can be measured only at
" the end of -the accountable time period. For purposes of social
accounting, income ex st .is preferred because it is objective.

-~ - In-such-a manner, historical economic progress can be measured for a
“if'}ﬁﬁéﬁion. However, to the extent ex post income contains a consump-
tion estimate based oa subjective price estimates, it too retains
~a ‘degree -of subjectivity. For purposes of easing the plight of -
persons currently poor, income ex ante may be preferred,'especial—

ly if the a@counting period length exceeds particular program goals.

P

A Having established tnat income varies according- to the length -
~of the time period account~d, we should point out that there are
.several opinions regarding shat time period shor'd be used. At
« one extreme are anti-poverty program needs whic. -re based'on short-
run income reporting of less than one year. Recall problems :
. associated with measuring income may be reduced by. shorter.
. périods, or more accounting periods.. Yet, wide swings in income
_levgi"with‘annual reporting involves'considefable changes in
-poverty counts 6/ and periods.less than one yeatr will presumably
have even wider swings.. Some economists’, notably Milton Friedman,
believe that the individual's ggrmanenc; or long-run income, is the
. :most important determinant of current consumption potential. Life- :
time income, properly discounted, may be one extreme of a permanent” -
income measure. In this report, we focus on annual income because of .. .
theavailability of annual data.

Imputed. Iricome: The valuation of Goods and Segvices

A second issue in measuring income copcerné“individual esti-
mation of prices: There are /several aspects to this issue and two
are discussed here. Implied-in the above conceptual definition is
the idea that the individual obtains price information in perfect’
.markéts, to Gee"wWith observed guantities of goods and services so
as to calculate an expectation of future receipt value. But,
there is no reason for irdividual perceptions to’ be accurate or -
consistent between one-person and another. Also, there is no real
reason for perfect market conditions to operate and, if they did,
to provide, régulardy/and globally, relative price information
without cost. Thetefore, we are forced in some sense to accept the
concept that indiviéual income depends on, individual preferences
and expectations. This dependence, however, is quite an, unfortunate
state-of affairs:for social income accounting.

?




i - 1ncome Yet, the issue in quest1on is the amount of .ircom& in-
@/  crease. Is time spent teaching a-child to be valued in terms of a
i - tutor*'*S“wa?fje? If vegetables raised in one's garden are vzzued at |
market prices, should a value be attached to shrubs or trees grown
at -home? Leisure time itself may have value 1n terms of foregone
earnings, yet what amount of non-work time is'leisure and what -
is requu'ed to restore thé body and maintain good health? Also,
what is the appropr iate wage to use in .,valumg leisure? Whether
a-housewife. doesn't work for wages because she considers the
-value -of her time at home above the labor market wage or -whether™
~ she-doesn't work because - she Tacks the skill and experience to be
offered a market wage is very dlfficult to ‘determine. Yet, each
- alternative implies a different value of 1 leisure time. ’7/ Other
types -of economic activities which enhance individual con,sumptmn,

. government~sponsored services such as public educatlon and other -
-public goods which may not have exact and direct substltutes in
the private sector.

<

¥

. -Similarly, consider the problem of compensatton “in-kind.
Simons relatés- a tale by Kleinwachter which is relevant. 8/
Two military officers of the same rank receive. the same cash pay.
" The first offlcer is stationed in the f1eld, the second assigned
to the prince's castle. The latter receives fine food, pleasant
quarters, and acc;ompanles the prince to the‘ opera. “ Thus, one might
argue that the effective income of the second officer exceeds that
of his counterpart. By estimating values of his in-kind compen-
sation, one.might even attempt to compute cash-equivalent values
.for these.goods and services and add these.values to his cash
income. But wait, suppose the second officer hates opera and is
allerglc to {.the feather bed on which he must sleep. How then is
.~ his income ‘estimated? ! o

0
—_—

The sicuation is nearly ‘hopeless because it is so.subjective.
Indeed;. if one shifts attention to the current American scene, —
what is the best way to estimate the value of the variety of in- - » o
kind economic activities and in-kind compensation which individuals _ )
and their families enjoy? The main peint to this discussion of -
valuation is to suggest that a single, theoretlcallfy preferred,
income concept may not have an exact and objective empirical -
counterpart. An important -study that‘did, attempt to estimate
income~augmenting aspects of several economic activities is o o
that. by Ismail Abdel-Hamid Sirageldin. -Results md1cated that ™
full income, defined to include market and non-market output,

__is distributed more equally than money income. That is, persons -
“with Iow money 1ncomes tend to produce more non-market goods and .

@ 3

but. contain problems of estimation, include- the broad range of ,.,_;
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services than high income pér-sohs. More explicit poverty impli-
caticns, however, were not developed. 9/ -

A second aspect to the problem of price estimation concerns
compar isons between-real and money income. Consider, for example,
regional cost-of-living differences. Assume two consumers living

- in two regions who have very similar tastes and initially have the

same nominal income and face the same set of average retail prices; . --
that is, they consume the same bundle of goods and services. If

over time, average retail prices rose in one region faster than
the second region, other factors being equal, the real income

of consumers in the first region will have fallen relative to

real income in the second region. The exact nature of such changes
is mainly empirical .and little evidence exists to date on charnges
in regional price differentials. A zecent study did find evi-
dence that changes in prices for similar goods differ between
regions, which' suggest that differences exist in real incomes g

between regicis. 10/ .

. . - P
° ‘Presumably, the original Hicksian income concept implies no _ S
money illusion. - That is, if money incomes rose in the same pro- % .
<. ~~portion as the increase in prices of goods, consumers ‘would not
be fooled into believing themselves better: off. - .

Imputed Income: Assets . )

Incomie ex post equals consumption plus Ithéﬁcﬁén‘g@\es:\in the
value of the 1£1v1dual's wealth. Excluyding human capital, we-can
divide wealth into physical and financial assets. The former may
also be considered .consumer durables because they are goods which
are. not totally used or,destroyed within the accountable period.
Recall that income is not the maximum amount an individual can spend

in a time period. Rather, it is the max imum amount he can consume

and, expect to be as well off after as he was before the time period.

1f some consumption is £fom consumer durables purchased in a pre- .

vious time period, then ¢onsumption may exceed expenditure in a

period., If expenditures are made within the time period,;—then”

consumption may be below expenditures. The issue is how to value

the consumption of consumer durables when thrée problems arise: )

their time of acquisition may vary, their time-rate of utilization .
and wear may vary, and the market for used consumer durables may not

yield precise price information. 11/

-

Consider the case of owner-occupied houses. One argument

calls .for imputing a rental value and adding that value to the income
of a person who lives in a home which he owns. The rationale is :
that he consumes in a period a flow of house services from a house L
purchased in-a previous period. By considering the rental price '
for similar'houses cne can estimate the increment to the home owner's -
consumption. - Of course, if one is to impute a ‘flow of service value,

en one should also consider the costs of maintaining this sefvice

A
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. flow so as to artivé at a new value of house consumption services.
However attractive this step might be from a conceptual standpoint, _

- the inherent costs and administrative feasibility of such a procedure .,
would certainly have,to be carefully examined.

Consider next financial assets. These may yield a cash flow
in the form of dividends or interest that should be added to individ-
ual "income. In addition, the market price of the asset may ‘change
‘between the beginning and the end of the period. Because the change
“in the value of an asset in one period may affect consumption in
that and subsequent periods, the amount of the value change should
be added to (or subtracted from) our definition of income ex post.

A similar value change may occur for some physical assets
due to shifts in relative prlces for used assets and due to
difference between assets in expected length of use. Moreover, i
the individual may at some time during the period sell all or some
- of the finanéial or physical assets he had acquired previously. /
The cap1tal ga1ns from such a transaction should also be 1ncluded/
in an income ex post definition.

< - N _-f

A central problem to 1mput1ng a value to assets is, thusé//
select1ng what is-an appnopr1ate time per1od in which the assét
,1s held. Taussig and Weisbrod-Hansen assume that the fam1ly sells
~ and consumes net worth.evenly over its expecteo 11fet1me.//But how
is the expected lifetime determined? Also, is a smooth annuity ‘
qeturn a reasonable.assumpt1on for all assets°

-
E

Jointly cons1der1ng these three incomé aspects of physical

and finahcial assets involves a considerable amount of administra-
tive judgment and-expertise, as well as a current and regularly
updated set of prices. The New Jersey and rural income maintenance
exper iments did attempt to consider questions of imputed income -from
assets, capital utilization rates, etc. Based on these attempts
one author concluded that overcoming these judgment problems may
Create more problems than are solved. 12/ Instead, it may be pref-
erable simply.to consider the income increment from physical -~ 7
and financial assets as equal to a designated y1eld, such as an.
assumed rate of interest times the value of .the stock of assets.
Different yields may be _preferreda for- d1fferent classes of assets.
The feasibility of this alternative is probably greater than the
tedious set of steps described above and the amount of judgment
involved may not differ very much. -Either alternative, however,
m1ght be preferred tec the census practice of not ‘including much of

_ the income from assets.

‘Imputed Income: ,Transfers and Gifts

Non-market exchanges of cash or goods and services between
* economic units may alter their ability to consume and, thereby,

¥
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to alter their income. Some may arg

of whether they occur between

between two individuals, should not be inc

a gove

-definition because they represent no net gain

latter with higher incomés wil

_Others point out that including gifts in an i

1 have higher t

equity grounds, there is no reason to exclude

from an income definition. To

estimation of income from .public transfers as we
private costs of these transfers.

for th
S

AN

Imputed Income:| Taxes and Government Benefits

PR

It is generally-agreed th

. consume, or family{well—being,

paid than income, before. taxes,

" well-being; but the distrdbuti
be reflected in any regular fashion by the distribution
ment taxes. 15/ :Ideally, we would- like after—tax income
with government transfers, yet several

exactly how are all paid taxes
ferent types of taxes are paid
ments or their agents? For ex
income tax payments should be

yet the Internal Revenue Service definition of a
definition of a family unit. In
om census money income, comparable

exactly the same as the census
order to subtract IRS taXes fr

the recipient,

ue that transfers, regardless
rnment and an individual or -
luded in an income ..
to society. 13/
ncome definition

‘might cause rich donors to give less to poor persons because the

axes. 14/ Yet on’

gifts and transfers

there is no dif-

ference in the incremental consumption enabled by receipt of
cash from a family member, a check from a wel

check from the individual's employer. A rela

- 5 -
at the ability
is\better measured after taxes are

fare office, or a

ted problem is the
11 as adjustments

-

of. the family to

Goyernment benefits do enhance

on of\ benef its—is-not. assufed to.

‘of govern—
combined
First, |

problems exist.
to be estimated when so many dif- "

Qi #

to Fedetal, state, and local govern-
agree that Federa% ..

ample, one may

subtracted from before-tax incomie,
tax unit is not.. -

‘reporting units need be defined. Also, the IRS concept of taxable .
nsus money income concept. 16/
gimilar problems may exist with othetr types of taxes paid.

income is distinct from the ce

On the benefit side, some governmen

a& Social Security benefits, U
and various public assistance

progranms such as Aid to Families

with_Dependent Children, or Supplemental Secu

be added to money income befor
government benefits, substanti
estimating exactly the value o

Kennedy Center concert subsidies? A.roudgh guide in this matter
is that when private sector alternatives exist,
be made. of the va

Medicaid, etc., estimates may
of 'an in-kind government trans
stitutes exist for government -
training or public\goodsﬁmes;i
more jproblematical. 18/ Thus,

}
§

e transfers. F

a1 measurement problems exist ‘n

f government se

fer. 17/ When
expenditutes, S

mation of the 1
we see that ac

Ey

8

or other types .of

t transfer payments such
nemployment Insurance payments j-—

rity Income can simply

ivices. What is the®
exact value of national defense, street light provision, and

such as food stamps,
lpe to the individual

no private sector sub-

uch as manpower

ncpme contribution is

hievihg the ideal
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‘, Choice of Reportmg Unit

‘goal of- after-tax, after-transfer 1ncome may require a consider-
able amount of 1ntermed1ate effort and judgment. 19/ "

. . -\
The above d1scus.;1on has been made in terms of an 1nd1v1dual
HCMEVer, recent economic theories of consumer behavior have stresséd
’ the family as .the appropriate unit of analysis. Conceptually, the
.. important issue involves several persons within a family poolmg
‘their .economic resources (1nclud1ng time). 'Because pooling is the _
key to the formation of an economic unit, ideally a family could be
compr1sed of any group of individuals who live together and pool
economic resources, respons1b111t1es, and activities. Note that
th1s ‘concept :of a family is distinct from the census-defmed re~
portmg unit of two or more related persons living in a household," -

3 -
7 -

Equnalent Incofe . = - i P

The definition of 1ncome we discussed above, consumptlon plus
cap1ta1 .accumulation, was developed in terms of a single 1nd1v1d-
ual. Having next suggested that the preferred unit of analysisf
is the economic family, we are confronted with the problem of how
_to compare the incomes of families of different_ sues. For example,
1if two families.are similar in many aspects,. 1nclud1ng the same
income, but differ in family size, an argument gould be made that
. tHe members of the larger family are less well-off tha members of
the smaller unit because of the dlspar1ty in available per-capita
consmnptlons. How ohe answers' the quest1on of what is an equivalent
income for. families of different size is mainly an empirical issue,

. Still, the issue has implications with regard to poverty measure=’

ment. In the empincal section we again refer to the question of ~.
equwalency scales in measur ing income. .

~
e

o

=~ A main conclusion we come to in this section is that a simple

operational definition of income which would be accepted by many
ecofiomists would be the sum for a period of Cash received, non-
cash receipts which affect potential consumpt10n, and the ex post. -
value of the services from the dindividual's stock of physical a
financial assets. The cash portion of income is thus: wages,
1nclud1ng ‘wages from owned businesses, rents," dividends, interest,
and cash transfers. In addition, some value for non-cash transfers,
non-market economic activity, and imputed yields assets would be =
included. Gifts should be added. Taxes should be subtracted from °
this gross income figure and income equivalents cumputed for eco *
nomic families of d1ffermg sizes and locations, Finally, incomes
should be ag}usted for price changes over time and space.

'I‘h1s conceptual definition of 1ncome is less complex than it
- could be because-several issues are not addressed. These include:
(a) differential inflation adjustments of the components of inconie:
such as the choice of the proper inflation weight in determining’

18
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cap al'\gains on an asset sold 1t the end ofvt':h‘e period, (b) account-
g.period. adjustments for ass/gt acquisition (or asget sales) made
g the reporting period, /c;) ‘accounting period adjustments to

istinguish realized versus accrued income, (d) service flows from

stocks .of human capital not/already counted in‘wages/andﬁ salar ies,

and. (e)- life-cycle effects/that influence the variability of income
.measured over a long per 1&!"* These refinements are beyond the ~ °
~scope-of- this paper. Stjlly the def inition. includes the essential

71 . componients of income and as such will sérve as a béenchmark against
-which ‘to judge -how income is measured in government reporting.’

Vi

" Comparing Conceptual Income with Income as Measured .
", by the Census il -

!

b

At present, the practice of the Bureau.of the Census is {0
develop a statistical measure of annual money income as detersiAned

. either by the March Current Population Survey (CPS) or the Dec'ép;— '

- -nial Census. The measure includes the 'sumof earnings, self-- -

- employed income, Social Security and public ass istance payments
dividends, interest, rent, -unemployment iﬁ%hrange» and workmen's
compensation, pension.payments, alimony and other ie@ula\r\ conkifi
butions from persons not in the household. ‘

H

. How do these measures of income compare y}t the conceptpal
definition we outlined above and how are n@te;t;y measures thy :
affected? 20/ - First, the link between <ircome and poverty is/the
emphasis on consumption in,the Hicksian income definition. 'That -
is, the neoclassical theory of consumer choice‘uses a budgetf or
income cénstraint to separate all consumpt ion combinations ‘into-
attainable and unattainable bundles «of goods. ~ Poverty may hus =~ ~—
- e defined as the inability of a spending unit to command guffi-
- .~ cient income-generating resources sSo as to be able to _c¢onsife what
- society considers a minimally adeguate bundle of goods ang services.
How one measures income is thus very centr7l to how one mpasures

poverty. .- o . . L
- - N /

% £
Y L

/To the extent that it is impor tant tA define.povert,ﬂ'l“"éccord- .
ing/to an ability to consuime, the census/income data aré an’ inade-
quate means of counting poor persons .for, several reasons. First,
not adjusting income-to reflect values of service from assets may
- b/ as -upward measures of poverty counts,/ especially the /number of

,aged poor. Similarly, capital gains ?hdmgpsses should’ be included.

/Secondly,. irreqular income is totally/excluded which Ljnderesti-,
"+ 'mates income. Insurance benefits arg¢ a cage in pointi Thirdly,

after tax, not before tax, income szl?]uld be used to measure ability’

to consume; however, the census income measures are available only

.with-income before taxes. To further complicate matters, the
© _.  census adds the value .of cash trafsfers to the pre-tax income. ..
Transfer payment inclusion may be appropriate if taxes, esgiecip'fly‘“
income. taxes, are also included; but, to blend pre-tax income with
transfer payments overestimates’ actual income. A fourth p;,cfblem
- . / Ed

o /
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. ¢ .
~is -that the census,%n/ome defrnrtrons exclude rion-cash transfers. )
- C early free medlcal assistance, food stamp bonuses,ihouSLng ‘youchers,

' tuftxon payments, and school lunches enhance *ong's range of consum
tion cho1ces and should, therefore, be 1nc1uded in an income’ def1n1-
~ tion, Also, “employer-paid fringe-benefits should be included.’
‘,Flnally,,hOme-proouced goods and non-market services are not in-
,cluﬁed 1n the census income definitions.” If poverty is defined
ias‘hﬁ insufficient income to consume what society considers
1n1mally adequate basket of goods, then a definition of 1ncome

o ,rved by the individual (or famrly) to/hrs money 1ncome. T
) :The problem is how to value econom1c non-market act1v1t1es and

) We have 11sted a number of problems with the income data
currently available from cénsus surveys. (Measurement problems

- nd data shortages preclude imediate adjustments in"the offlt/////

c1al income measure to account for many of the above 1ssues.
td ‘a

~

Defmmg Poverty m an Absoluth or Statlc Sense - - £ .
Earlrer we defrned poverty as lacklng the means to enjoy

a potential copsumption level at least as great as that deemed
minimally acceptable to society.” In this country, d1rect -
consumption-based poverty thresholds are developed by extendrng
normative food plans. As we shall see, there are a ‘number of
methooologrcal problems with this approach. Key' aspects in the

~ discussion in this section will be who sets the standard, how S

-.do they set the standard, and whether variatioéns are sfade over
time.. . . : c

T~
— L

A f1rst absolute def1n1tron ofmpoverty 1s~that obtained by
choos1ng a certain constant dollar value to serve as. 2 poverty _
* 1 standard to compare with a reportrnqﬁun1t s measured Income.
"t such a ‘measure is 1nvar1ant over t1me, orat- least invar iant over
the short run until:a new standard is set. As we Shall-see in a
later section, poverty thresholds set in this manner are still‘“ —
used today to distribute Federal funds. The primary advantage
. .x 9f such absolute poverty standards is that they are convenient,
»“ﬁyeasy to reproduce, and fairly easily understood. Yet, such stan-.
"dards are conceptually crude and:arbrtrary. Adjustments in this ;-
" poverty standard for'family size and other needs.criteria are
usually ignored. These reasons preclude serious advocacy of such -
absolute measures on other than practical grounds.

aA second absolute poverty standard, one that is more preva- R
.lent in the poverty literature, is'that associated with attempts S :
to deternine the cost of a physiologically-determined minimum ¢« -
bundle of goods and services. Presumably, such a bundle of needs 7
is relatively invariant over time. The main problems with this :

B \

_ /

. 0
A

.= -
7

. h 20




- *

- .measure are the choice”of items to include in the bundle and how
o keép current the cost of the bundle. There have been several -
.. attempts to establish poverty standards using scientific tech-
. nigues to derive the bundle of doods or market basket.. -

- One of the first attempts to set an absolute poverty stan-
-@ard-based oh a market basket was that of the American nutritionist,
‘Atwater. His turn-of-the-century exper imerits sought to identify

_ “that minimal dietary level of food that would result in no weight.

T gain-or weight Yoss; He performed tests on American convicts

. 'in order to arrive at such dietary intake levels in caloric -

_values. The Englishman, Benjamin- S. Rowntree, extended Atwater's ‘
. work,b'y determining the market value of the food-required to -
achieve the minimum requirements. Rowritree's step enabled him
to derive a low-cost food plan which served-as the basis for his .

~ definition.of poverty. 21/ ) -

R There are several problems with subsistence~food based
poverty defi it_ipgg{';':;“ﬁ‘irs,t»“; the obvious consequences of failing
to achieve sgph"&éhdardé make this a very short-run poverty
concept which’holds”a-mainly historical importarice for relatively
developed nations. Secondly, there can ar ise wide variation be-
tween ‘experts regarding exactly how to measure -nutritional ade--
guacy; -there are an infinite.numbér of diefary combinations’ and

-~ costs that yield a specified number of calories. Furthermore,

i \exactly how to make equivalency adjustments to reflect sex, age,
regional price-of-food differentials, individual.-activity ‘level, .
"8t8., is another problem area. Next, many observers feel that a .
subsistence food level is an inadequate ‘standard on which- to base T
a poverty definition. The criticism is generalized to any food-based . -
standard. Explicit consideration should also be given to minimum - .
levels of other goods and services such ag-housing, clothing, medical
assistance, and-eyen education. Thus, one can conceive of an entire
range of mar ket-Basket-based poverty standards. I spite of these o

-~ - problems, the present official Federal statistical poverty defini-
tion can be viewed in some sense as an extension of the Rowntree
' methodology. However, this extension includes family ‘type adjust-
" = ments, normative (not subsistence) food plans, annual CPI pr ice ]
adjustments and indirect consideration of other goods ‘'via inflating = -
tood plan costs. - ) ‘ ‘ . L

=

e :
K "Relatively Absolute" Pover ty Standard

-~ The current official poverty definition might be called a
"relatively absolute" standard because it is absolute in .the short
run in real terms gnd relative over the longer ‘run as food plans
"+ and other components change. The methodology for. the official
pover ty standard was d_gveloped by Mollie Orshansky in the mid
) 1960's. 22/ Basically,.the standard involves pricing-a variety
of norgna?i've family food plans dgveloped, in part, by ‘the Depart-=
t of Agriculture. These food plané, reflecting individual

»




adequacy mtake levels, economes of scale for
nel asing fam1ly size, adjustments for age and sex of family head,
- farm- versus nonfarm. residence, are mult1pl1ed by three on the

99: the ‘average ratio of food expend1tures to after-tax i

ff_ families with at least two- persons was one~third.) These
’ts result in 124 different poverty thresholds ‘depending on
ize, type, and location, By comparing family income data

Y.
rom._the. 7March CPI to the poverty thresholds, off1c1al poverty )

}‘.n 1mportant element in Orshansky s poverty thresholds is the.
t}onsmp between the various 124 poverty thresholds. For
example, in 1973, a male—headed, nonfarm family of four persons
two children had a poverty. threshold of ' $4, 505 whereas a_ )
nd’ four-
“had” a_poverty shold\ojﬁfj‘l 666.
. of the two-families are such-that incomes of the two familiés are’
~equivalent. Table 1 presents a atrix of 1ncome-equ1valent per- .
_centages, The four-person, nonfarm family with two chlldren and a -
. -male. hougehold head is°the base fam1ly w1th\a scale factor of 100.
Replacing one child with'an adult increases the scale factor to
104 which implies that a pover }threshold for the second fami.ly
* is-about 4 percent above that “for the base famly. The main factor
contributing to equ1valency scale adjustments is fam11 size.
These.mainly reflect the cost of food for families. of d1fferent,
sizes (and comy ition). .

1 '\
3, ~

The/pa/tmular food plan chosen by Qrshansky was ongmali}(\
devised“for families of two or more persons from a Department of *
Agriculture 1955 Survey of Food Expenditures and- previous work ~

—~~done -by the National Research Council on adeqmte caloric intake per -~
person. Orshansky generalized the food: plans to fit representatwe
family ‘types." The underlymg equ1valency standards thus reflect ~

-, estimates of equlvalency in food -intake. Families of three or more-

' persons were poorif their. income was less than thrée times the -
economy food plan. For families of two, the multxplier was not 3
“hut 3.6, the inverse of 27 percent of after-tax {ncome spent of food.
In situations where no food plan cost. estlmates were dvailable such
as for one-person units, Orshansky had-to mak'e an assumption, viz., -
that- the food cost equivalent was 80 percent of that for a two~
..person famlly. The one-person adjustment j was made subjectively.
Both one-person and two-person adJustments were intended. to capture .
the notiop that "...a straight per capitd' income measure does not
~ allow ﬁor the relatively larger fixed cbsts that small household§’
S face. /23/ ) .

<
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Table 1. WMWahﬁc\g Matrix. ' ¢ .

. o - Number® of Related Children .
- . Under 18 Years Old

N
: N
None 1 2 3 4 \.5---60°rf .

Size of Family Unit S /\ ; \\ more |

T NONEARM T
- Male Head T AU RS B
1 person (unrelated 1nd1v1dual). ' : L )
-~ Under 65 years ’ 53. ; RN
65 yéars and, over . 48 . : C
/ ! - 8
2 ﬁersons. o
Head under 65 years ) . 67 74
Head 65 years and over 60 74 .- : r/f/‘f
3 persons ‘fw/n,fsef’m - g
4 persons 7T 102 104 100 105
\Srpersons /f"" 123 125- 121 118 120,
/6 persans ‘ 141 142,139 136 132 134
7 persons or more __ 178 179, 1767173 169 163 . 161
- Fenale Head v ‘
1 person (unrelated individual): R
Under 65 years - 49 ‘
65 years and over ) 47
2 ‘persons: i \ .
flead under 65 years 61 , 67 .
Head 65 years and over 59 67
E 3 persons .- 75 71 T s
IR . S ,
"4 persofis 98 102 101 100
£ 5 persons. 118 121 121 120 116
6 persons ' 137 140 139138 133 129
7 persons or more . 172 175 174* 173« 168 165 157 .
s /' 14
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~Table-L.”: (Continued)— - R
N g, I
— g ; J;
Number of Related Children
Under 18 Years Oid -/
_ CE ;" ~‘None. 1 2 3\ 4 5. gor .
- Size of Family Unit I \. i more
- R N ~\ ;o L. * ) ! -
SV g : I
_FRRM ~ s ’
MaleHead - T T
1. Reon (unrelat=d indivifual):, v \' , | .
. . - Undar &5 years . - 45 ) ST
.~ 65 yearf and over " - /" 41 S :
W . A t . }(JF',, - - - -
2i persons: / ) : ,,,rf”; Tele
. ‘Head: under 65 years 5 ; 57 63 . ’
Head 65 years aWwer’ , 51 63 - "
\ . _ - o
'3 persons e i .. 66, 68 72 =
2Py : _ e P N 85/ ;
} ’:l_gggns { 7 | 87 89 | |
"5 petsons ST 108 106 103 100 1'02 ]
6 persons _ . 120 120 18 115 112 114
7, persons or more 151 153 150 147 144" 138 137
+-Pemdle Head T -
=fa-¢ read : .
1 person (unrelat® individual): ‘ : -
Under’ 65 years K 42 - BN
65 years and over 40 ’ s //’
. - : ~
2 \persons: ' ! -
Head under 65 years ) 52 57 . R .
Head 65 years and over" 50 57 - o s
3 pérsons - "?( s ' 64 61 fﬂ”/ : . )
. ; ’ . , /
" 4 persons / 83, 86 86 85 | -
5 pérsons [/ ‘ oL 100 1Q3. 103 102 98 o ;
* 6persons. , " .. - 117 119 118 117 113 110 N
= . . . i 7o i
7 pérsons'or }flore © - 147 149 148 147 143 140 133 !
! = ” |
S - i - v v =
Source: Vloli ie Orsbansky, Off ice of Research and Statlstlcs, Soc1al i
Sec/.\r ity Administration. 7 - . T
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. ‘mentioned, tﬁé or iginal "Orshansky method of deriving poverty
count’s remains essentially the one used today. Family composition
estimates have been’ improved by 1960 and 1970 Census data. New food|

- ~“plan, food costs, and food expenditure information have .also become '

. available and are being used to update the components of the old

measure. 24/ Yet the guestion remains as to whether or not the

+

poverty counts is the bést choice available. Except where pragtical
. Zaministrative matters dictate, no one wants to returrr'to the crjude
and arbitrary measures such as the 1964 Council of Economic Advisor
Poverty threshold, $3U00 for a family and $1500 for jn.individual.
Yet, considerable judgment remains in the Orshansky approach. We tufn
now to-two frequently heard criticisms of the approach: reliance -
on normative food consumption-patterns and lack of geographic
cost~of-1iving .adjustments. We are particularly concerned with -
the validity of these criticisms -in light of existing methodology
* and_available data. | ’
. "

> »

For many years, economists have been analyzing equivalency

scale der.ivations using actual; fiot normative expenditure data.

A fairly common assumption in equivalency-Scale derivation is to-
consider families of different size who spend the same percentage
% of their incomes on a set of expenditures equally well-off. Pre— -
sumably, this assumption can be traced to Engel's original 1857
study of the relation of food expenditures to ‘income level using

a. cross-section sample of households of varying. income levels.
< A major conclusion of Engel was that.-food expenditures- increase
with incomé increases, but at a lesser’rate. Becatise of this’
s+ relationship, "...the proportion of the outgo used for food,
other things being equal, is the best measure of the material
standard of .living of a population.” 25/ Engel's conclusion, *
* plus a general consensus that a.minimal food plan could be esti-
e mated moré easily than a subsistence plan combination of food,
clothing, medicine, and housing, were the supporting -elements
to the idea that a welfare ‘income standard could be tied to the

---proportion of income spent on foodé; However, there is no theo-

- . retical foundation to the assumption that families which spend an
equal peycentage of their income on a given item are equally well
off. 26/ Furthermore, the particular set .of expenditures in"
guestion may be def ined--generally, restricted to pecessities suc

i as food, housing, and clothing, 27/ or further restricted to £
alone: 28/ The choice is arbitrary. -With thesestrong qualifiications
in mind, we next proceed to demonstrate how an applied economist might
develop poverty threshol?s using expenditure survey data.
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o Consider, for example, Figure 1 in which hypothetical Eng
- ) curves, graphical representatives of the expenditure/income re ation
v for families of sizes four and five, intersect an "isophoportignal
line" drawn from the origin. Along. the isoproportional line aj con-
stant proportion of income is-spent on a particular 'set of expendi- .
tures. This means that at income levels ¥(4) and '¥(5) each*family
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basic approach to equivalency scale derivation in the Census-Orshansky
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——— Engel' Curve for
3 family of .five'.

- A

. N - ¥(5)
Income,--in-dollars per -period o B

......

oo ' ‘ "~ ' Figure 1 N C

,,77"/ 5 - ; > ;\ ‘;j / N
spént, 30 percent of its'income on a certain set of Ms‘ )
methodology assigns a particular family type, for instancej-the family

"of four. persons, an equivalence Scale value Of 100, For five persons,
.-then, .an equivalence scale value equals (,[Y(/gi)ﬂ(‘t)'.- 1] x 100) percent
greater than the family of four in order ‘to.obtain an equivalent “level
of -economic well-being. If the family of four spent 30 percent of -
_. -its income on food at a-$4000 income level and the fanily~of five o F
spent 30 percent of its'income on food at a $4500 income level, then.
-a five-person family needs 12.5 pefcent more 'income to be: exactly N
as well off as a four-person.family’ - 5 me SR e
A b R Vo : Cae
ccording o proponents of this ‘approach ‘to equivalency scale’ A
construction, a main advantage is that it- is-more: objective "than .o
computation of needs stahdards based on hypothetical budgets. -
- Alternative expenditure sets and Engel durve Specifications intro- ." )
~_-duce some-discretion.on the analyst' s-part, but'the use of actual R
¢ - versus normative standards considerably reduces ‘the extent of .
- % analyst judgment. In other words, advocates of the isoproportional .
- _-methodology might say actual fogd expenditufes should be.used, where-
;.. . as the SSA technique develops food-plan scales.on'the basis of what °
" food should be consumed. . : . A - Yo

. « e e . -, . ) S
€;.\“
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-~ ., Table 2 presents examples of four income-family size equivalency °
scales. 29/ Column (1) présents the offiecial poverty line which, as

. we mentioned, reflect normative food plan budget estimates with ]

- adjustmerits for small families. Columns «(2) and (3) show, respec=- - .
tively, scales based-on two bundles first identified by Watts: . food )
alone and food, housing, clothing, and transportation. , Seneca and 7
Taussig developed the scales for these two bundles w‘ith\;a methodology .
closely related to that of Watts' isoprop method. Finally, ‘column (4) '

~ v
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Table 2. Equivalency Scales of Income by Family Size

~

<

et -1 .
(1) . (2) 3) s (4)

Official Y / ‘
. Poverty Fod o . L Polled
. Line (a) Expenditure (b Necesgities (¢)’ Scale ’(d) ’

A
G

No Children  1.00 - 100 . 1.00
One,Child - 100 L 107
—— * - ’[,

« = Q)’: 2 ’ - T X
hildren o1, ). . 1.30 ' 1.41
Three - . ]
Children” R 1.64 1.62

Four " &

i Five o /
Children 2.4 ) 2.59, 2.13

."

—
~

SOURCE:

2
s

(a) U.S. Bureau of the Census, Cur.ent Population Report, Series P-60,
- No. 81, Characteristics of the Low Income Poglat"‘n 1970 (Wash-
ington, D.C.s Government Printing Office, 19/1), Table N,.p. 20.
_ .~ Based on figures for male head (under 65) nonfarm families. -
Derived from Joseph J. Seneca and Michael, K. Taussig, "Family
Equivalence Scales and Personal Income Tax Exemptions for
Children," Review of.Econc ics and Statistics (August 1971)
Table 2, p. 257. Based on equivalences to a family.of four with
an annual income of 53000 in 1960. Necessities included expendi-
tures on food, housing, clothing, and transportation; a list first
developed and- used by Harold Watts, op cit.
(c) Same as (b). ! -
(dz/fRainwater, op cit, Table 5-4, Column 2, pi 105.
_ shows an equivalency scale developed by Rainwater from survey questions
designed to develop a response matrix of family size by minimum income
needed to "get along." ‘ o

B

Several observations can be made regav_'dinfg the entries in Table 2. — :
First, there is a remarkable similarity between the scales developed SR

wit.1 the normative food plans and those developed based on actual
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’food expendltures. Both scales ‘suggest that a family with five ch11dren
needs about two and a half times the income of a family with no children
in order to achieve an equivalent level of well-being.. Therefore, the
criticism of SSA dependence on normative versus actual food expehdl-
tures may not be important. There is, however, a rather substant1a1
difference between the food-based scales in column (2) and the entrles'

~ for the food-plus other’ necessities in column (3) that 1nvolves ”scale

economies. " ) . !

.Scale economies refers to the poss1b111ty in economic productlon
theory of’ ach1ev1ng, for example, greater than a 10 percent output as
all factors or inputs are increased by 10-percent. Thus, within a.range
of produqtlon, long-run avérage costs are expected to decline., In the
present/éontext, the cost of providing- food to orie person may involve
purchasing a refrlgerator, stove, etc., but the food costs associated
with fggdlng two persons-may be less than twice the food costs of person
one due to "scale economies" e.g., a second stove is usually redundant.
The problem is finding out’ ‘exactly how to peg the equ1valent fam1ly
“incomes so-as to reflect these scale economies. This is noi a new
problem. Mdllie Orshansky's 1965, "Counting the Poor" article refers'
to it several times. The SSA. poverty standard-uses food plans and
equ1vélency scales associated with those plans that were developed
-by the Department of Agriculture. If one agcepts’ the premise -

-that a food basket is an insufficient means by which to establish -
a_poverty standard and that food plus ‘other expenditures on items
such as hous1ng«and clothing are a preferred basis on which to
build a poverty staﬁdard, then the central question is how the
scale economlesxln the food-basket standard compare with the

scale economie$ in the-asugmented basket: If the per=individual ‘N/
sav1ngs Ep purchas1ng and preparing féod are less than\the pet—unlt
sav1ngs‘4n food expenses plus hous1ng, the" the present OfflClal

......

}f! In Table 2, we may compare the entries in columns (2) and (3)
which show, respectively, the food alone basket -versus the food

plus other items basket. Seneca and Tauss1g interpret the difference
as 1mply1ng that relatively minimal economies of scale are found in
food consumption. Their f1nd1ng lends empirical support to Watts'
earlier comment that the official poverty line methodology inappro-
priately assumes: that the same scale economies found in food plans
apply to all other consumption items. 30/ The-¥ésult is an upward
bias in official poverty thresholds, espec1ally those for large
families. . \

“The fourth equlvalency scale, that in column (4), is based on
responses to a cross-sectional survey of 600 Boston individuals in
a study directed by, Rainwater in 1971. The data were processed and
the ‘entries in Table 2 derived using multiple regression techniques.
Column (4) entries may be interpreted to show.that Bdston respon-
dents felt that families of seven required only 50 percent more in-
come- than couples with no ch11dren. This 50 percent differentiai

;
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may be compared with the corresponding 150 percent income need incre-
ment” implied in the official poverty lines. Rainwater's finding
- also suggests that the official poverty 1ines overestimate income -
needs of large families.. R . s . .

¢ - T I S '

‘- o summarize, the main problem with -the equivalency scales used
"in the off jcial poverty thresholds is not normative versus actual -
food expenditures. The main analytical concern is that restricting
the derivation of equivatency scales only to food results in higher
poverty thresholds for large families than would have resulted if’
the market ‘basket included food plus other necessities.

Geographical Adjustments in Poverty Lines

L

. A second cr itique of the equivalency standard used to compute
official poverty lines involves lack of geographical cost-of-1iving i
differences: One standard is applied on a national basis. If needs
and average retail prices vary by geographic region, it is inappro-
‘.priate to use a single needs standard for all regions. This ra- i
tionale suggests the poverty-threéholds should be drawn more in
line with regional-specific needs.” ‘The main question is how to 5 —-—_
develop these regional - djustments in aquivalency scales. IWe ‘
consider three alternative procedures. c,
’ A first method of adding regional adjustments to the official !
poverty lines involves the use of region-specific pr ice indexes
to update the poverty: lines. Since 1969 the method of updating the
poverty lines has been to inflate annually the poverty lines. by the
Bureau of Labor Statistics' Consumer Price Index. A recent study Py
Akin and Stephenson _3_}_/ used the same technigues and the same dat
used-by BLS, to develop the Consumer Price index with the exception
that in the former study price indexes were made specif ic'to incone
class and geographic region. . The resultant set of price Iindexes,g
especially. those for geographic var ia@n, could be used to update
poverty 1 ines regionally. . The faults with—% echnique are nearly
identical to the faults of the present use of the CPL. itially,
the same equivalency matr ix of poverty cut-offs could be used. ™
(Admittedly, analysts may debate as' to shien and how to begin.) ;;
. Yet, over time, separate regional price indexes may adjust these;
original lines to reéflect region-specific, cost-of-Yiving changes.
Reg.ion-specif-ic adjustments may be crude, but they may be more 7
accurate indications of real income disparities than the present
alternative. R

o
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A second method of adding regional—specific pr ice information
to poverty lines also involves the changes in the poverty linesjover

rd

~ time. In the period 1965 to 1969,. the official poverty line was in-
‘ creased annually to reflect increases in the pr jce of food. Since
then, overall CPI price changes have been used to adjust upward the~

poverty line, This procedure is appropr jate only if food pric\gs nmove
upward at the same rate as other prices. However, _between 1972 and

. 29 |
20 | |




’ S

- .J973,.'food cost increases-were 14.5 percent versus the-total CPI price
-\ - changes.of 6.2. Because'poor families spend more on food than non-
~ poor families, should the relations-between fooi prices and the CPI
. continue, it may be necessary to consider the income distribution ~
. .consequences of the current updating procedure. (I am indebted to
. .Jan Peskin for pointing out that°food stamp adjustments to food
. .expenditures may be such that the poor may not spend more .on food:) | .
-+ Returning. to an overall food price increase method, or some variant such
,-as updating the food .component of the poverty standard by food price .

. increases. and the other components by a CPI less food prices, is one
\procedure. * A second procedure, one more in keeping with making the
‘current -standard more sensitive to geographic food price differences,

is to use the average annual retail food price informatiom that is
.. currently collected by BLS as an annual benchmark to food. prices X
~.-- in-most of the same.locations used to collect prices to camipute
" . the:CPI. Like the regional price index alternative, updating °
.+ -poverty standards by observing regional food price changes may

‘involve only a marginal adjustment Ain the present updating proce-

dure. - (BLS emphdSiZes that their prices are,intended for time-
. to-time rather than place-to-place compat iSons. However, the
explanation containes In the BLS "Estimated Food Prices.by Citjes,"

~ suggests that the annual benchmark rices average retail prices of °
food by city, might be marginally g‘s]ggt;ggui,npg,ﬂayﬁtovuse for up-
‘dating poverty standaras.) Most criticisms of these alternatives -
are, therefore, also criticisms of the present (or any) updating

\ methqd. - H )

~ . [——
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‘A third-methodology for rendering the poverty lines more sep<
sitjve to regional cost-of-1iving differentials is i;hat'voffere% .
Watts'in his "isoprop" paper. ,Lacking price data, Watts was: ill

_able to obtain substitutior':%tween items in a necessities bundle
by allowing local variatio in tastes, needs, and relative’prices
to be reflected in the suy of expenditures on food, clotHing, °
and| shelter when the sup$ were computed separately for ajor geo-
graphic regions, - Watts$' approach’ involved alternatiyé Engel
curve estimates fwit,h"'regional dummy variables when the dependent
variable was_measured by different bundles of purchased neces~

" sitjes. Reg/ionaf equivalency indexes were thus,derived from
,estiim“at%rmession coefficients. / :

* P N )

_JIhere may be other problems-connected #with geographic-dif-

ferences which may make any of these techniques  impractical-or

possibly administratively unsound. For//example, geographic dif-

ferentes-in need, income, or consumption among neighborhoods, cities,

and! counties may make differences among regions or .states unaccept-

able f‘or public policy purposes. / ' :
i l *

1

—

/ ; TR gt e
! Nevertheless, the technigues mentioned here bear notlng sinc

they are related to analysis of differences in concept and applica- : ’ \'5

tion of relative and absolute poverty measures. Géographic differ- \

ences,| or differences by family size, which reflect consumption or

o ) ' /
i ,/
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_income patterns_may be more closely associated

absolute'poverty measures,

still hold.

. ®A"parerithetisal comme
The use of the, current equ
{cf ‘this paper is done so a
placing median family i
logical weaknesses in t
In subsequent-research,

with relat

A

%
AN

nt is probably in order at this point.
ivalency scales in the empirical section

s to toncentrate on' the effects of re-——1
ncome for the current starﬁard.‘fThe—nﬁt’ﬁodo-‘

he existing equivalency scale derivations

alternative equivalency scales. .

We conclude this discu
reiterating that such stand
_basket of goods and services kept current in th
_"updating the cost of the bundle by the CPI and in the
by altering the composition of the market basket.

lytical problems in measuring pov

"~ measuring income, equivalency sca
cost-of-1living adjustments.
current poverty lines to reflect geogra
relatively high in the opinion of this writer,
Changing the manner in which the government_meas
suggested, but this is not immediately feasible;

problems in defining income need

alternative family’ size/fam
compared -to- th
More research

Two additional problems with the current official poverty
index were not stressed in the above review.
matic necessity of drawing a poverty line at some specific dollar~ ~
amount seems*to give these estimates an
acéuracy that is illusory. Other pover

e current sca

the author hopes

erty were discussed;

to derive’

ssion of absolute poverty standards by
ards refer to an éstimated minimal market
e short run by

long run

Several ana-
these include

le adjustments, and geographic

) many
first to be resolved.

corresponding to lower or higher consumption standards

can be bolstered with scientific surveys,
, degree of arbitrariness.
be included in the budget is made su

For, in the end,

The feasibility of altering the
phic price changes is
bt others -disagreeé.

ures. income was. . - - —

conteptual
Several

ily income scales were examined and
le used in the official poverty matrix.
on and analysis of this complex topic isheeded. We

next turn to a fundamentally different concept of poverty.

First, the program—

objectivity and specious
ty lines can be developed

v These

but.retain a large .
the choice of what"must
bjectively by the researcher.

A second criticism concerns the means for-updating the pov-

erty lines.
plan components were regularly updated,
way the cfficial poverty lines have been kept current
annual adjustments only for price changes.
_index are made to reflect changes in
by the general population.
" the poverty -definition presen
"Poverty (is)sthe-inability o

This

income-generating resources so as

considers a minimally adequate bundle of g

the referénce to social opinion.

Although we discussed; the measure as though food

the fact is that the only

is to make

No adjustments in the
the living standard enjoyed
second problem becomes clear when

ted earlier in this paper is repeated:

f a spending unit to command sufficient .
to be able to consume what society
oods and services,”-—Note,

It is not likely that social

.
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op1n1on regarding poverty lines increases annually according to the :
“CPIi, ‘Real income growth may be what the non-poor corisider when-
’ iestmatmg their economic well-being. . As the average income of
_ society grows, or society becomes more affluent, "needs" that are
- "percewed by society will also grow.

. The claim that public opinion r@ard1W&s r1ses__

- -over time has been made several times, ny years ago by.
" -economists Schultz 33/ and-Johnson. 34/ If this is true then
‘poverty is not best understdod as an absolute standard. Instead,
~ poverty is a‘socially relative concept. such that "standards of
> poverty vary from nation to nation, from tegion to reg1on, and from
;_L, time to-time." 35/

4

t
?

- Emp1r1cal analysts considering the question of -absolute versus
relative poverty have sought to estimate the: relatxonsh1p between
changes in poverty lines and changes in real income. The studies’
may be grouped into two categor1es. First, Robert W. K1lpatr1ck 36/
mgemoule“exammed time series.data showing changes'in various

~ - measures of income and how they affected a proxy-for poverty line,
the Gallup Poll response to the.question: "What is the smallest
—amount of money a family of four (husband, wife, and two children)
needs each week to get along in this community?" "Getting along A
income -is- the poverty proxy. - The second category of studies-in- i
cludes those which constructed time set’iesf of past budget studies
and.-ccnverted them into constant dollars. 37/

Both categorles support the claim that ‘poverty lines increase
with the rise.in average income after controlling for inflation.
This suggests that poverty is relative to social neéds.

_ - R

These two criticisms of the present SSA poverty standard, an .
excess degree of subjectivity and failure to change to reflect
social opinion regarding poverty lines, motivate consideration of
an entirely different alternative poverty concept that is openly
Judgmental and adjusts for changes in real income. -

- B e

Relative Poverty Standards -
To many observers, poverty is a relative phenomenon that is R

best understood not by 1solat1ng a subgroup of the population, but o
,rather, by viewing the subgroup in relation to society as a whole.

_ Martin Rein distinguishes three concepts of poverty: _subsistence,

ach1ev1ng and mamtammg minimum consumptive levels; mequality, _ .
‘referring to relative income. or relative consumptwe aspects of . !
‘poverty; and externality, the social consequeices to the community :
from’ havmg a subset who are poor.. 38/ Economic inequality and

economic diseconomy concepts of poverty have different poverty . -
definitions and poverty measure implications than economic insuffi-
ciency, the foundation of all of the absolute poverty definitions,
o discussed up to now. It is to the former concepts that we now "

> turn our attention. - . . .

-




. -The -current official poverty concept implies that money income
is a proxy for sufficiency in consumption. Therefore, a great deal of
effort is made: to establi=h links between the current cost of consuming |
-+ a particular bundle of goods and-an income threshold. An alternative ?
. view is that the families' income level in comparison to other income
* levels: should be used to develop a-relative measure of poverty. The

assufiption of the poverty-is-a-relative school is that there are )

specific levels of well-being attached to different ipcome levels..39/ . &

However, the relative view of poverty and the consumption potential ’
- . _aspect (E poverty are only indirectly addressed. | ’ :

s
I

‘The Lowest Percentage
Perhaps the most purely relative poverty standard is that income
cut-off which includes the lowest 10 or 20 or 25 percent of the income
distribution. Choice of the exact percentage is arbitrary; yet,

- this .definition is unambiguous and can,easily be reproduceds .
Furthermore, it focuses poverty policy debate on income distribu- :
tion. This focusing is considered a point in its favor by proponents

. of this standard (and a point against by its opponents).- -In some -
ways, however, the lowest percentage of the income distribution - -
is not really a kind ‘of poverty standard. Its main purpose, pre-
sumably, is to measure the composition of the bottom tail of the
income distribution. By definition, the incidence of poverty
under this measure is unchanging.

Income Shar&S
- . o -
, A next refinement in purely relative poverty standards is the _
* gshare of total income received by some portion of the population -
' _-with the lowest income. Using this method, a-constant amount of
.~~~ poverty will be-counted,” as long as the shape of the income distri-
~ bution ‘temains unchanged. For example, for a number of years-the sum

, of incomes received by the poorest 20 percent of the U.S.-population
' has amounted to roughly 5 percent of the income tota _for the country. y

/ This measure of relative poverty was begun/ well before the

development of the official measures. For .riearly sixty years,
economists and statisticians have compared cumulative ‘income distri-
butions -to cumulative-distributions of families. - This analysis,
known as a Lorenz-curve analysis, has been used, however, to study
poverty only indirectly: income distribution analysis and deviations
_from normative distributions are the main issues. Nothing is said
about how poor is poor, either absolutely or. relative to median

. levels of living. 40/ T

R PR e g
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Thresholds Based on a Percentage of Median Family Income

Some povefty researchers, especially Victorj Fuchs, have advocated
deginiq‘é as poor any family whose income is lesd than-a fraction of

| ) | ” 33/
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‘median family income. 41/ The exact value of ‘the fraction is arbi-

trary, but .50- percent of median family income is often proposed and -

is a convenient figure for expository purposes, -

3

- | Proponents -of the median income poverty standard list. severa

} a@vaptqges of -this definition. First, it is argued that poverty in

: g:giyen year should be related to the annual-output of a nation,

The mediantincome definition relates poverty to charnges in real
income; where real income is a proxy for changes in‘productivity.
Secondly, use of median income poverty pinpoints national concern -
for go’Verty on the issue of income dist/x;i’bution.., This point follows

. from ithe advocates's belief that the m&in issue in defining poverty

.. is inequality, rather than absolute eprivation. More specifically,

- the point is that with Lorenz-type/measures of poverty the entire
.income distribution is taken . into’ considerztion,-whereas with the
Fu@hg{ngp_e, poverty line depend$ only on the shape of the distribution

=, " only among the lower half of the population. 42/ 1In addition, the

. 'Fuchs: measure focuses atteptipn on the ‘income gap between those” who

~——Thave-the-least and those who have. the average, an ordinatry-man{ 43/

A third point raised by proponents of this stahdard is that theirs
is arfobjective: critegion of poverty. Use of a statisticdl measure-
_eliminates dependengé on the considerable amount of judgment
required- in pover f standards based on budget studies. ‘Judgment is
still required in the median income standard,.but it is explicitly -
judgmental. Thus, policy debate-could focus on choice of an appro-
priate percentage of median income or other.d istributional considera-
tions. _.Finally, if poverty is defined according to an absolutely
fixed standard, then poverty might possibly‘be "eliminated" in only
astatistical sense because of the inability of "the poverty standard
to gtow/as fast as increases in the needs /f/ individuals. . :

--*Several criticisms have been raised against relal;i\}e poverty-
°\peastred as a percentage of median income. First, this variant of a
).'étive poverty definition addresses income distr ibution very poorly
since it selects only one point on the income distribition. If- |
shage or Felative skewness of the income distribution”is a concern,
it ig not clear that the median income concept of poverty is suf- -
‘ ficjelt, - This deficiency can be mitigated by cons ideWy
- . gaps,"\the amount of mohey needed to bring all persons.up to pov rty
threshold. Secondly;, although advocates of the median income. definition -
criticise the present standard of poverty for the amount,of "excessive
judgment’| required, there are many judgments in the median income
- standard.| For instance, what is the most appropr iatefraction of )
‘.. -median intome to select? In addition,. in measur ing median income,
“\should ond select state median income or national median income?
As we shall_see, the choice has substantial effects on poverty
coﬁnt\s in individual states. Also, should separdte family median-
income-meadures be made for families according to sex of family head,
~ ethnic or g\in, family size, -and age of head? Similarly, the methodo~
logical issues reveiwed earlier, such as appropriately defining an
income measuré-or developing equivalency scales for family type or
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‘geographic area, fare still-problems. in tht_av\medi_ép ﬁéoine standard. -
- The;maih-point, however, is .that such choices aré openly made in the -
~‘belief that poverty is relative to socially set’ needs. F\i\nally,
~‘what. some persons feel is the most serious criticism of the mediai
,--incomeé concept as a poverty standard is the chance that such“a measure
~{ might count fewer poor if, for some reason such as a réces,g”ibn)\:t\:he 2

§¥'%\“?‘!’!?Iailrl;—j.ncome median fell even though more families were absolutely O
?i rworse-off than before. Actuall{g, ~El‘i"r’s~possiﬁ§i§i;.,ty;is‘ not that .

= f’%tc‘e;taifx: -it ‘depends ori what happens to ‘the other parts of the income* 8
1distribution. ! :

’ 4 M \\
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| iA_Final Note on Absolute Versus Relative Poverty Measure S N

3 ‘i In some ways the absolute and relative measures of poverty should | /
- -be-considered not as alternatives, but as complementary means ‘of evalu-- =
-ating a similar. problem.” Income inequality and -absolute deprivation /- /
g g?riteria are both important aspects to consider in measuring anti- /T
_ poverty. progress whether they are due to specific social legislation -
~or overall economi¢ growth. - - . . ) /

-a - -3

IS

- The idea that both relative and absolute ‘poverty concepts are: . Tk
important is associated with the idea of a poverty band rather-than - ~ ;o

aipoverty line. “No one precise dollar. figure is equally valid=for- - - i

all uses. One authority, Lester Thurow, observed, "Given-the data - -/

inadequacies inhetent in any income measure and the estimating o !

- - errors that emerge, whgtever\definiti?on is selected, .the search for

* -a single poverty line i$ utopian at best." 44/ THowever;-his-point e

should not be interpreted as suggesting that the goal of defining’

and measuring poverty should be abandoned due to lack of refined

income data and other particular statistics. The present standard ~

of poverty is necessarily y,er{y specific for some program needs. |

It can be improved in several ways including better income data, . !
revised food plans, and consideration of alternative updating pro-
cedures. In ifs present form, it is an absolute measure of poverty.

However, if a poverty “Standard reflects—the norms of society, -and

presumably society can express their opinion via the political )

process, then the present SSA standard of poverty can be accepted’
for the time being as the social definition of poverty. 45/ The

—— -important -point isthe time frame’ of reference, yet ‘thei’{gs,ue‘ bears

further examination. . i I

A"

An-empirical investigatic;h of the absolute versus relative poverty
issue is found in the Kilpatrick article referenced above. 46/ To

. examine this issue he used time series data relating changes in poverty /

2 * lines over time to changes in income. “Under an absolute standard of ° /

. poverty the poverty line is constant (in deflated dollars).. That _ -
.is, the percentage change in the poverty line associated with the .- - - ~:

_ percentage in income, a definition of the income elasticity of the -z
L poverty line, would be zero under absolute poverty. Uhder a relative )
standard of poverty, the poverty- line changes in the same proportion as

average income if the relative ‘income distribution is constant. - That

PN
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1s,/ to f1nd a value of .the i come elast1c1£7 of the poverty/ 1ine /
ck’

ecfual to one -would be con91 ent w1th relative poverty. /‘f(xlpat;;

ne. This concl’us1on is' consistent with CT
changes and 1ncome changes. done by.Ornati, .
Smolensky, and others. The main pomt is that poverty t}ﬁesk, measuted
either by people s/Opinion regarding oney needed to g along -or
by expert opiniop’regarding the necessary. compos1t1on of a bundle of

ned by a cornbination of congerns ovef both absolute.
and relative conditions. 41/ ) PR T

Concluslon Conceptual Sectlon

= /‘ Y

s &

) In th1s paper we have rev1ewed several Issues in defmmg /

T ,povérty. First, we found the incofie data to be\deflclent r{ﬁ i . =

~ for constructmg a conceptually und estnnate of income’ for purposes

, f 1dent1fy1ng a potent1al consmption® threshold. ) )duch theoretical .

/. 'work and additional data is» neéded to improve measured incoffie.. “Among -
immediately feasibie changes' the most critical conmentsvdirected at
" the current official poverft standard were in the sec;:\ons/ dealmg s : .
with equlvalency scales ,and the short-run procedures u‘se:,d to changé N
the standard over time.” / nderlymg some of ;:he -Cr 1t1c1lsm of ther\g '
current poverty standard, one of a group of "relativelj absolute"‘\
market basket poverty tandards,/ was' the unpllclt sugdestion that! .

’ another poverty standdrd be cons1dered A major altjérnatwe is a‘; -
mea ure of relative poverty wh/1ch stresses relat1v /depr 1vatlon M

" criterias )

. Ideally, a 9overt3 standard should include 1n1mal provision of

Ssic needs plus 1nequa11ty considerations. H ever, no smgle ideal o

/ measure of poverty was found One relatlve‘po erty measure, a per-

.» ¢ centage of mece}ffan 1ncome, was found by the author to have certain >
advantages ovér other relat1ve poverty tanda{'ds for .some applica-

tions. gas been men ioned by others-as a feasible alternative to

the current/official measure of povert/y Several -Federal programs
" already make use of this relative measure. For these reasons,
i emp1r1calf work will focus on compar 1r:(g the current standard with.a- — — -~
- - poverty/standard ‘based on 50 percent of medlgn fam11y 1ncome. I
|
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EMPIRICAL SECTION

~-The: first section presented .two. main poverty definitions,

' erty lines and one-half median family income; and dis-
veral conceptual {ssues in measuring.poverty under eachs.
present-section-we examine empir‘icél‘i";':ot_n‘ga:iiSOns‘;betwgéhz‘ R
poverty concepts. It is not practical here to-make ‘empirical

rvations about different ‘incomé_ concepts because -of a-paucity-of -

sary data, Data used are from the ‘Current Population Survey..

970 Census of the Population, which implies that there is -
cretion in defining income. Tables are presénted for - -

persons, families,. families-with s ool-aged -children, .

oor- school-aged children.’ “he rslative likelihood-of” a-partic— -

unit. being poor, or the incidence of poverty, is' also shown.  In.

irst section, equivalency Scale problems were-giverrspecial -3, -
ion, but in this section, because we are mainly interes in:-

: ring :two poverty def initions, we retain the same equivalency- 3
.as used- in the current official poverty standard.- :l'hajt"ii‘,f——,w
- “two-measures of poverty. The first is poor counts using the full-of
- . cial:matrix of -poverty lines according to the food Pplan: equ valenCy

" gcales shown in Table 1.  The second,..relative poverty, -is-oo

of ‘median income for-a family of_four with-equivalency scale adjL.
ments for different family types using the same full matrix of:
different scales. Use of the same scale-adjustments. for the

poverty standards is a unique feature of this ¢ irical section

Another aspect is the compar ison within the relative poverty-ie
'slgrg‘ of national median—income versus state median income, 1mg 1
- use of_the increasing use of state median income as a standard’

= ~—on which- to disbur: Se Federal funds. ! -

© - " 1In.this empirical,section, the first part examines socio=" -

- demographic character istics of the poor. In the-next three parts;. -

 \_ _ we conCentrate on the geographical distribution of the poor. ‘The
"\__latter two, using 1970 Census data,-present. the most-detailed and-

» “policy-relevant empirical analysis. State-specific poverty counts’
-'—’—~~a;e—giveggand«the~implicationsiox,thg distribution of ant i-poverty
. TPederal funds.are discussed. Particular emphasis is given to Title I .
Elementary and Secondary Education fund distributions according

‘to absolute versus relative poverty. i e

.

Charactefistics of the Poor 43/ K

. "I‘i\e/Cui'rent Official Poverty Standard - - ' .

\
’ : . ~ D . \ ,
. The;Number of-Poor and Incidence of Poverty in 1973 N
-Table 3 and 4 show, respectively, the number of poor families
by characteristic and the relative likelihood of being.-poor, assum-
ing a family had-a part.cular characteristic. According to the
current official poverty standard in 1973 there were 4.8 -million
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_I_n_cidence of Poor Families by the Current Poverty Definition and a Relatrve
R ?wezty Definition by Year -and Selected Character1st1cs

(1) Median (§2)
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tipoog;famllles out ‘of a total of eleven, or 8. 81percent of all
‘fam1ltes.‘ . ‘ / ¥ .

o

Table 3 shows that thére’ were jnore poor white fam111es than -
non*whlte families, but, within the respective categorles, white
and no ite families, the incidence of poverty is four times -
greate for, non-white families than for white families. A similar
esltuation occurs for female-héaded households- there are absolutelye

... fore poor. male-headed families, but the 1nc1dence ‘of: poverty P
'among ‘female~headed families is nearly one in: three families.
- Families w1th heads over- 65 years of age and families with no
earners in the family also had- relat1vely small absolute counts
and gelat1vely large poverty incidence. ) ,\~ .
Change,;n Ebor Counts and Incidence Over T1me \\

!

’

) Although only a “few recent years of data are shown 1n Tables
3 and 4 in this section, several important changes can be noted
which are ‘indicative of*longer trends reported elsewherey 49/ .
For, example, between 1968 and 1973 there was an overall downward
trend in the number 6f poor families dnd the.incidence qf povecrty
.in families. Declines were sharp in the" number and 1nc1dence of
Epvertykln families with a head over 65 years.of age. Noteworthy
exceptions in-lude*a reversal in 1970-in the numbet of poor fami-

) ~11es, perhaps because of the 1969-_370 recession, and’ a steadily "«

rising count of non-white and female-headed poor families. \A »
note of caution should be added. -For, ease of ~position, poverty »

. data is présented by separatecharacteristics. Black families

headed by females'may have a high incidence of poverty, but we can-
not unambiguously make such a determination fxov,these tables:
‘We can, only discuss the separate attributes. e

A Relative Poverty Standard Based on Med1ag Income

The Number of Poor and the Irz 1dence of Poverty in 1973

In 1973, the current off1c1a1 poverty income” cutoff for & non-
farm family of four was $4,540; ~median 1ncome for a U.S. family
of four was $13,710. Hence, the medizn income concept of poverty . .
may shift the-poverty income threshold. above the current poverty line,
if one selected for a percentage of median income in 1973 above 33
‘percent, For differentia’ characteristics of families who were poor
in the two alternative poyegty definitions, it would be more appro-
pr1ate to select each year a percentage of median income that’did not
. raise the med1an income poverty line above the off1c1al poverty line. '
There are three reasons a fixed percentage of median income is-prefer- 57'
able: Any percentage is in some sense arbitrary; administrative use is '
‘more likely to be with a fixed percentage; and Fuch's original suggestion ‘!
referred to one-half median. income. For these reasons, we use a f1xed
percentage, one-half median income, as a poverty threshold
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Perhaps the most striking cgnparvi_son between the, two.defi-

" hitions is that there are about 60 percent more poor families
.+ ‘using the median income poverty -standard than the current poverty

‘standard. Specifically, in 1973, in 55 million families, 4.8

- “million'were poor using the current offi ial thresholds, while 8

-

million were poor Using the med ian.family income stapdard. In other
character istics, ‘the ‘two poverty standards were similar, but not”
- exactly the“samer That is, thie absolute number of poor white families
. éxcéeded- the: number ‘of non-white poor familic>, even though the -~
.»lative incidence of poverty ‘among’ non-white families exceeded o
that: of white families. A-similar pattern occurred. in” female-headed
.and" aged-headed families, while u slight difference existetl.between
the two definjtions of poverty “in the incidence of poverty’ for the
characteristics of vace, séx, and age of head. , The difference is
~one of degree rather -than of direction. For example, within. the
current definition the relative likelihood of a white family

« being poor is. 6.6 percent, which is about one-fourth the relative-

" Jikelihood of being poor if the family is non-white. In the median

.~ income standard, the disparity-between the relative likelihood of.

>

~~poverty, white versus non-white, is 12 percent versus 35 percent.
How much of these differentials between the two standards are simply
due to differentials in income cutoffs is, not determined here. The
point is that differences due to relative incidence may ar-ise-when
changing poverty definitions. L o

A

Changes- in Poor Counts and Incidence Over Time-for ~
Both Relative and Absclute Poverty Standards

~ In contrast to theTsteady decline in the number of poor families
urder the current pover ty-Standard, there wez< even more peor
families .in 1973 than 1968 undér a relative poverty standard. The
incidence of poverty under both ’gtandards (Table 4) shows a. decline .
in poor families, but the decline-in-ingidence.with-the-current
standard-excesds that of the relative ‘Standard; Note, however,
that the downward trefd over vime in the number and incidence of. |
poverty with the current standard is interrupted during the 1970 ;
downturn in economic activity. The important point is that the
number of poor-using the median income standard also went up during
1970, contrary, to the naive expecration expressed earlier that the
number would decline in hard times since the median is expected to
.fall. During recessions, median intome declines, but the main victims
are those with low permanent incomes. The income distribution be-
comes more unequal and relative poverty rises. (T am grateful to
nobeit Plotnick for this point.) ‘
: The explanation for 1970 is compound. First, ‘median income did °
not fall in 1970. Adverse labor market conditions may have affected .
the earnings portion of the income of working poor persons just above
the 50 percent median income line in such a way that the number of
families below the line' increased without lowering the median income
level itself. Further, the incidence of poverty. under the median

-
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inoome stand: i rose even more from 1968 to 1970 than did the ~
official starward. Thus, it is not appropr ateé to Criticize the
med1an income poverty, standard for poss1bly pred1ct1ng a dec11ne

" ,in'poverty in a short and mild recession.

- .There is’little difference in assoc1ated family character-
istics between the trends of poverty under the two def1nit1ons,
aside from the level in the absolute numder of poor and in the
1incidefice of poverty. For example, most poor familieés had séme-
one in the family with some earn1ngs. However, inc<families with
no. earners, the incidence of poverty was very high.; With a
povertygtbxeshold set at 50 percent of median famlly income;
roughly one out of two families with no earners were poor. For
. the_current thresholds, the poverty incidence averaged over 30,
percent of all families with no earners. These differentials
.are consistent with the overall, or total famlly differentials
were roughly 40 -percent lower than the med1an income 1nc1dence.

5 ,< Between 1968 and 1973 the overall differential in the
“incidence of poverty between the two poverty definitions had i
grown from 64 percent in 1969 to 59 percent in 1973. The over=-
all differentials were greater than average for certain subgroups
such as. families with older family heads and families with heads
who work full time. The point is that poverty policy targeted to
one subgroup or the-othér will have to charge if poverty defini-
tions are changed, since the relative composition of the poor
varies over time according to d1fferent poverty def1n1t1ons.

Geographic Distribution of the Poor with Annua_l(_, CPS Data

In addition to soc1odemograph1e characteristics, the gec~
graph1c location of the poor is another important factor to consider
in understanding poverty in the allocative implications of Federal
poverty programs. In the following part of the paper we consider
the number of poor and the incidence of poverty among persons,
“families, and families with ‘children by U.S. C.nsus Division and
poverty definition. In addition, we compare several years of
data in order to understand the geographic mobility of the poor.

~Current .Poverty Standard

Geographic Distribution of Poor Persons, Families, and Families
with Children in 1973 : -

S

Tables 5, 6, and 7 present, respectively, counts of the .umber
of poor persons, families, and families with children by poverty
definition and nine census divisions. Also included are the total
populations, the counts of poor and non-poor within each division,
the rank from 1 to 9 of each division according to the number of poor,
and the percentage of the nation's poor found wi“iiin each division.
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Table-5. Poor Persons by Poverty Definition, Year, ,and Census Division T
: T (in thousands). 1973 i ( T
! Poor Poor’ Population
. » Percentage mpulatimm Foverty *Rank by 50 - -, Py
.. . Total of Total by Qurrent - Incidence Percent Median -
Year - Area B -Population Rank Population . Defmxtion -, Rank Family Income
A £ i Z -
/ - - \ - R
1967 Lo . B . | L .
© U5, Total 19585.0 2638.0 b 3634.3 E
Division . : ! e ! : -
New England . 947.00 8 4.84 63.8 9 i,2.41 1034 . 9 2
Mid Atlantic 3645.7 2 18.62 0.8 . 3 14.06 sur . 3 - 14
East ‘North Central -3975.1 1 20,30 . '386.7 2 14.66 5432 T
West North Central 1315.7 6 6.72 173.9 7« | 6.59 2582 ~ 7 . 7
i Sogh Atlantic 2962.9 4 15.13 551.0 1 20,89 - 7410 ~ 1- 720
‘ East South Central 1219.3 ~7 6,23 ~ 0 323.2 5 12,25 - 446 .- 6 n
West Squth Central 1707.6 5 8.72 355.4 4 13.47 4768 - 4- . 13
) Mountain 656.7 9 3.35 92,7 8 3.51 1251 8 \ 3
; Pacific 3154.7 3 16.11 320.4 6 12,15 . 4379 s | 12
1970 . ) > * ,
U.S,.Total 20247.5 2506.6 3756.7
Division
) New England 968.2 8 4.78 72.9 9 2.91 1092 9 2
It Mid Atlantic 3664.0 2 18.09 324 .4 5 12,94 1 5150 4 @ 13
. East North-Central 4189,2 1 20.69 392.3 2 15.69 5919 2] 15
- West North Central 1276.9 6 6.31 148.6 -+ 7 5.93 2338 7 ¢ 6
South Atlantic 3090.4 4. 15,26 .  464.0 1 | 18.51 6768 1 .18
East South Central 1277.8 7 6.31 148.6 7 | 5.9 2338 7 6
West South Central 1819.6 5 8.99 34917 4 | 13.95 5080 5 13
Mowntain 661.1 9 3.27 93.5 8./ 3.73 1323 8 3
Pacific 3299.8 3 16.30 359.0 3.7 14,32 5720 3 15
t . ‘ 1973 - . A L i
‘ ‘ U.S. Total 20762.1 ) ( . 2297.3 , . 3646.3
, Division ‘ |
M. ) New England 1247.8~ 7 6.01 105.2 8 4.58 177.3 8 4
Lo Mid Atlantic 3635.1 2 17.51 315.5 4 . 13.73 530.5 3 12}
. : , East North Central 4042.3 1 19.47 331.1 3 4 144Y) 516.1 i 4 14/
: . West North Central .  1601.4 6. 1.1 155.3 7, 676 ° & 259,5 7" ;,/11
South Atlantic 3159.3 3 15.22 / 412.4 1,7 -17.95 ,  617.3 1 16
. East South Central 1336.3 8. 6.44 [« 228.3" 6 .- 9.94 - 365.7 677 10
© West South Cwtral 2065.8 5 ™~ 9.95 | 436543 /2 15.907- . 555.9 - 2 15;
Mountain 931.3 9 4.49 { G034 9 - 4.5 . 176.7 9 4
Pacific 2742.8 & 1321 __ 2807 5 12,22 . 447.2 -5 ‘12}
- - , ;
2 o~ s ‘: - . n A . " Dary T
SOURCE: Processed from special tabulations by the Census Bureau for ‘selected, years March Current Population Suivey. 1
éPcverty Incidence is defined as the percentage of the total popu]a’g.ion who are poor. . P ij
’ " - . ‘ . o
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§ : ! Table 6, Numbers of Pobr Families and Poverty Incidence by Two Poverty - « )
| . ' D?'sfmltmns by Gepgraphic Division over Time (in thousands) C et :
{‘l ‘ T e | ! ' =
Ia ] : - ; ¥ i ) s >
: ! 1967 1 1970 . } 1973 .-
3 Total | Percent  Poor Poverty . Total Poverty - Poor Poverty _-Total - Poverty  Poor Pover'ty
o - Familied oOf Total Pamilies iIncidence 3/ Pamilies , Incidence Famil iWe - Families 1Incidence Families Incidence g - -
g \ Ran Rank ™ - i Rank- M Rank -~ . ‘ H
il - —t i - -l
i - i - E
% A, Census-Orshansky . i - ! & .
L Poverty Counts [ * ‘ - ’ z
‘\f u.S..fotal 49834 / 538 ° | 5 5215 55053 4828 . B
y, Division ' ‘ 2 . b
1 New England 2420 8 (4.86) 134 9 | (2.51) 2496 8 (4.69) 148 9 (2.84) 3232 6 (5.87) -214 8 {4.54) H
\ Mid ‘Atlantic 9394 2 (18.85) 752 2 | (18.05) 997 2 (18.05) - 662 6 (12.69) 9542 27 {17.33) 657 4 (13,61)- ° ...
i tast North Central 10056 1 (20.17) - 749 3 (14:00) 10836 1 -(20,38) 787 2 (15.09) ', 10614 1.(19.27) 698 3 (14.46) s
! West North Central™ 3399 7 (6.82) 382 7 (1.4 3384 -7 (6,36) 300 7. (5.79) 4251 -7 (1.72) . W7 7 (6.36) o E
i South Atlantic 756y 3 (15.19) 1118 1 (20.91) 8204 4 (15.43) ° - Y68 1 (18.56) - 8500 3 (15.43) =~ 859 1 (17.79) z
! East South Central 3093 ‘6 (6.21) .. 683 5~ (12.77) 3447 6 (6.48) 675 5 (12.94) 3681 B8 (6.68) .° U5 6 (10.46) s f
West South Central 4309 5 (Y.64) ___.-701 4 (13.11) 452 S5 (9.12) 732 4 (14.04) 5462 5 (9.92) ° 777, 2 (16.09)
t Mountain 1564 9 (3.14) 168 8. (3.14) 1638 9 (3,08) 182 - 8 (3.49) 2425 9 (4.40) 209 9 (4.33),
| Pacific 8030 4 (15.11) 6571, 6 : (12.28) 8717 3 (16.39) 760 3 (14.57) 7345 4. (13.34) 593 5 (12.28)
! w . , .- .. : E
: U1 B, Poverty Counts Using. == . : ' . . ’ "
T 50 Percent of Median —~ tv=—. - - - . : C
- .- Fraily Income n oo . T . _
( U.S. Total v 7581 e y221 - 7675
. Division - ! L. Theew L
oo " . New England 226 8 (3.0) 238 9 (2.90) - 388 8 (4,92) .
Mid Atlantic 1073 3 (14,2) (. T l122 5 (13.65) 1152 3 (14.62)
East North Central 1112 2 (14.6) - 12423 (15.11) _ 1luso - .4 (13.71)
. * West North Central 566 7  (7.5) 508 7 16.18) Y 547 T _(6,94)
N South Atlantic 1554 1 (20.5) 1504 .- 1 (18,29) ™~ 1348- -7 1 (17.1D).
East South Central ‘ d2 5 (12.3) 967 6 (11.76) T 826 6 (10.48) -° )
West South Central Y82 4 (3.0 5 ¢ - 1127 4 (13,71) T 1233 2 (15.65} _ -«
i Mountain 231 9 (3.0) 269 8 (3.27) --- 397 9 (4.53)
. ‘ Pacific % 904 6 (11.9) 1244 2 (15,13) 980 - 5 (11,93) - i
. : N - :
vt SOURCE: Processed from special t«iab/ulations by the Census Bureau for selected years March Qurrent Popu.lat.:.m Survey. .
a ) . ‘ .
Poverty Incidence is defined as the percentage of the total population who are poor. i “ B . A
. ¢
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Table 7 Number of Poor Famhes and. the Incldence of
Related Children Ages 5-17 Years, by Poverty Def1n1
Dw1sxon,,and Year (m thousands)

1967~ T . 1910
- - % * N - * : - ’ -~ . N
Total Percent Poor ~ Poverty Total . Poverty Poot.~ - Poverty- Total Pove:ty Poor "~ Poverty,
Pamilies Of Total Families Incidence 3/ Famil ies Incldence Fmil fes Incidence  Families nk!ncidence Families - Indmeme

Rank Rank . Rank . Rank —_— Ral
- . \

- . . 7

A, Census-Orshansky ) ) . —

Poverty Counts .
U.S. Total . 237183 (12.07) ® . (11.44)
Division ‘
New England 1084
M‘* Atlantic 4241

(1.81) - (4.63) . . 9- (2.84)
(12.96) (17.52) 34 5 (12.26)
Bast North Central. 4737 (19.92) -~ (13.38) 1 (20.79) 2 (14.78)
West North Central . 1557 (6.55) (5.59) - (6.25) 7 (5.59)

8 (4.56) 9
2 5
1 4
6 7
Scuth Atlantic 3642 4 (15.31) 1 (22.22) (16.04) T (20.00)
1 B 3
5 2
9 8
3 6

(17.83)

East South Central 1556 (6.54) (13.59) (6.42) 6 +(12.11)
West South Central 2136 (8,98) (13.90) (9.04) 3 (14.28)
Mountain o = .-850 (3.57} 7 .. 43.62) (3.48) 8 (4.40)
- Pagific : 3980 (16.73) *{12.61) (15.83) 4 (13.,70)

;OO WO =N~

W .

O B, 50 Percent of Median
Family Income
pefinition

U.S. Total 4015 - (16.80) : ) - / . (17.40)

Division ’ . T - .

New England ! 94 9 (2.34) ; 8 (5.10)
Mid Atlantic 536 4 (13,35) - 569 4 _{14.10)
East North Central 553 2 (13,77) © . 645 (14.40)
West North Central i 259 7 (6.45) . 258 (6.28)
South Atlantic 877 1 (21.84) 831 (17,98}
East South Central 510.——5-  (12,70) 481 (10.25)
West South"Central 549 3 (13.67) ] 574 (14.52) .
Mountain 139 8 (3.46) - 163 (5.08)
pacific » . 498 6 (12.40) \ 60y (12.13)

NOWN=IN

s o e mane bt R ok e o & —

SOURCE: onowsed from specxa.l tabulations by the Census Buread for sexized years March errent Population Survey .

&
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!’crverty Incidence is defmed as the percentage of the total populatmn who are poor.
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) obsgrQations regardmg the geograptuc d1stribut1on of -
je-made_from these tables. First, the most populated
tively did not have the most poor.._The East North
ind ‘Mid Atlantic States-in 1973 accounted for over: 36 -
* total persons and_ fam111es, but accounted for only -
-.of the nation's poor. persons ‘and poor. fam1l1es. In
East_South- Central States ranked 8th in popu’Iatmn
nd..6th _in poor counts. Ip general, persons and families
l:in. the Soyth,, an area compnsed of East South Central,

f ‘total .poor. to total persons (or famthes), that .
the-poverty rate of ahy other area: of the.country. Sec~ -
otice the difference in the number of 1973 poor families
. poor families with school-aged ch1ldren. The rankmgs
census divisions don't change,_ but the- absolute nmnber -of -
hies with children-is 2.8 million versus 4. 8. m11110n poor
A similar pattern emerges when comparing the relétive
ph1c dxstr1but1on of the 2.8. m1111on w1th the 4.8 m1ll1on
,famihes. . sy T ST e
raph1c Changes in Péor Persons, Families, and ?‘am111es
it -.;.Ch11dren from 1967 to 1973 " -

Actual geograph1c mob111ty cannot be examined because we lack
. panel data. That is, we cannot separate within division mobility
in and out of. the poverty group from between division geographic -
mobility of pbor persons. Tables 5,1 6, and 7 do show net flows of
,. all.persons by compar ing changes in populat1on counts to poor \
count changes in dlfferent reg1ons. \\

© For example, between 1967 and 1973 ‘the total number of persons
11v1ng in’ New England states grew by 25 pé{cent, yet the 1ncrease
~ in the total-number of poor persons in New ‘England in this period w\s
roughly 40 percent. Furthermore, if one compares the percent of the N
tion's poor persons living in eath census ‘division in 1967 and 1973,
.it-might appear that many poor persons_ moved from South Atlantic.and-
"East South Central division to New Ehgland and West South Céntral
divisions, yet it is just as plausible that rélatively more New
England and West’South Central families became poor’ between 1967
and 1973 than' d1d other families; we cannot separate.these effects.

*

. Poor families, as a percentage of the nation's total

families, declined over time in East North Central, West North
€entral, South Atlantic, and.East South Central divisions. New
England, Wést South Central, and Mountain djvisions all experi-
enced relative increases in the percentage of poor in theéir divi-
sions. That is, the populat1on of families with children_in New
‘England between 1967 and 1973 is from 1.1 to 1.5 million families. -
_ This increase rate, however, is less than the nearly three-fold
expans1on in the number of\New England poor fam1l1es w1th children.

4
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similar-analysis- can_be made for other divisions. If only New - /
gland’s-poor-count grew relative to its population in the six- . ~-

; ?é od,:.we could point to the relatively high welfare payments /— --

id-to.Families with Dependent Children (AFDC) available to /~
-izens:-of New England States as poksibly a‘major factor in this
hange;..:However, the West South Central States, whose number of /-
1180 grew in this per iod, are at the bottom of the ranking o

yments by states. This at léast casts doubt on the ~h"y"jtt4é$is

atively attractive welfare benefits explain much of the

=

“with'Children in 1973.

L rankmgs,

aphic movement of -poor individuals. 50/ ;]
v . * . . - — ’ / "2 ’

ative:-Poverty Standatd™ = - - T
Geogtaphic Distribution of Poor.Persons, Families, and Pamilies

- .Tables 5, 6, and 7 also present division=specific poverty counts;,

e .

and incidence using poverty thresholds based,.on one-half

T -median income for a U.S. family. When we examined famjliés in the™

.. »character istics-of-poor-families section, ‘the use of a median income
__poverty standard instead of the. current method increased the\jumber of .

- ‘poor .appreciably.. SimilarXy,.we f£ind here an increase of nearly 40 -
- -‘percent in 1973. However, in terms of:the percentage-of the ‘nation's

‘poor in each division, ordinal compar isons .of the location of the

-

.-, Boor; the choice of the two standards for a givén year'makes little, .-~
~<if any, difference, For example, in 1973, by both standardss roughly. -
---10 percent -of the nation's poor were located .in" the East South Central *

_

-division. Similar comparisons between the two measutes can be found -
for .other divisions and other years. - o

i .

BT The onlyiconsiétent differénce is that urs_ix'ng the 'CensuE,-O:Shénsky"’

definition, the number of poor persons and families in East North -
Central States exceeds:the poor count for Mid Atlantic States; whereas,
using one-half median income, more poor-are found in Mid Atlantic

States than in-East North Central Statés. At this point, this dif- .

’

férence may rot appear very important. But -as we shall see below, -

such differences in poverty counts -attributable to poverty defini-

tions have implications for-the distributjon of some types of Federal

funds. Using the median income poverty standard- instéad. of the current =

poverty measure, a large and growing differential was found in poor
persons' counts and poor families' counts. For example, in:1967. -~
there were only 70 percent as many poor families using the current
standard instead,of. the median income definition, and by 1973 this
differential had grown to 61 percent. .The reason for this particular
change is that thé number-of poor families under the current definition

has fallen while the number of poor families under the alternative defi-—_

nition has increased. -

[

Ordipal comparisons between definitjons of the location of -poor | ‘
families, or the percentage of the nation's poor families in each

-

38 :;4 8
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"erty stahdatd, can be dbserved But, '1n g eral, for any

4

given:year, the main effect of wsing a median indome

Ctea es

. Agaln; \r
‘these 1ncreases were dons1sten betwden poverty standards. Howev C,
within these gross changes in the 1 at1on of poor\fam1l1es‘ dif-
- fererices can be found between chang in the bw0‘poverty standards.
] For example, US1ng the percentage ofi the nation's poor fam1l1es
" in New England ifi 1967-as-a_base fidure, we see that there was a \
64, percen*‘increase in New, England percentage of poor families by
- 1973 using a median income poverty asure versus an 80 percent in~
‘crease if the current poverty. standard is Jused. That is, if one
compares the two definitions 1n=d1v1s1ons in Qh1ch increases had
occurred, there is a tendency for the 1ncreases to be greater if
-one uses the current standard. = | (,\ .- :
L For ,poor persons, changes over time in poverty ‘counts noted
for the current standard are not changed under a'm 1an income - -
p0verty standard. - E

. Among families w1th ch11dren of,school age, the extent\of
.- poverty depends on the choice of a poverty standard. I 1967§
" if one (ses the current poverty measure, 12 percent of gé
fainilies are poor. A comparable rate 1f'one usés the median in
poverty standard sh&ws a 17 percent poverty rate “for, families.
These differentials in poverty changed slightly over the period |
1967 to 1973. In 1967, the number of poor .families with children
~aged:5 to 17 years under the current poverty definition was 01
“percent of the number of guch families using 50 percent of med1an
_income for a family as a standard. In 1970 and 1973 the’ relative
ratios were 65 percent./ However, in contrast to a’similar com-
par1son made between the two definitions using all families, ‘the AN
1ngreas1ng d1fferent1af in this case is due solely to the 1ncreé§e ~Z\\»'\—
standard. - . . ; \\
.We conclude this part of the Raper by not1nq that the main
effect qg chang1ng from the current\poverty standard to a median
;. T A

”: ‘ ‘ "‘y 39\\ ‘4!)
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income ‘based poverty standard’is to raise the level of the income - -
+ cutoff; but.not to cause the geographic’ location of the poor between =~
- 1967 and 1973 ‘to vary substantially. Only isolated instances were :
- found ‘in-which choice of poverty definition made a-difference in’ ’
= ~-the rélative ordering of the percentage of the’ nation's poor located
_ :in each census division. For example; the Mid Atlantic and- East

~ North-Central States -had rank orderings of poor_persons and

.poor families reversed in 1973 by changing the poverty definition.
‘Such-.instances, however, were the exception, "The implication is .
that the differential trend in total poverty dounts between the’ two

poverty definitions cannot be pinpointed-to differential ttendy .

" 1if.poverty counts by census division. P

- ‘Geographic Distribution of Poor Persons anid-Poor Families £ . L E
-+ with-1970 Census Data - 4 -, & '
: - " In this portion of the paper we use cross-sectional survey: B
.. data from the 1 in.100 sample of the 19707 Census of the Population
- -to examiné state-specific counts of poor péersons-and poor families. -
_ At the outset, we shoulqd acknowledge_ the limitaﬁ‘ions of ;using-croés-' Y
. sectional data. For exaimple, -one may raise the guestion as to
whetheryor not it is appropriate.to use data collected in 1969 to-
“make inferences-regardng current, 1977, geqgraphic poverty distribu- -
tions. < As we noted in grevious-‘sectiofs wheré we used CPS data; poor. }
population shifts,in location occurred between 1967 and 1973, The
implication is that corresponding shifts-mdy have occurred between
1969 and 1977. Against.thi,s'li}nitation one has. to consider the ad-.
vantage _arising from greater disaggregation in.the data. Namely,
we can ngw compare the réu};bér’and incidence of poverty among the ‘
several States, not just’nine census divisions. — -

\ Furthermore, this disaggregation permitg ‘more policy-relevant - f
_‘-analysis since some Federal funds are allocatéd to states based on
\ ,poverty counts and such counts might be affected by variation in - | :
-a poverty definition. Because these advantages in using ‘the 1970 .~
"Census data appear to outweigh the limitations, we -present an-analy-
s using this data set. The qualification regarding the currency -
of' the data, however, should be kept in mind.’ S
W\ . .

@

As with previous empirical portions, we stress tabular compari-
sons\between the present official poverty definition and a relative
poverty ‘Qefiniti’on'based-on one-half median;income. In this portion
we further refine the analysis. Median fam ly- income may be measured -°
on a national or state basis. ' The latter ma be a more appropriate '
wmeasm:e\acc:‘qx:ding to the view that relative deprivation calls for

- compar isons between one's income and local, not national, norms.” .
Secondly, as we shall point out, some Federal programs réfer to median
v . income in a geographic area rather’than national median income. '
The empirical analysis, therefore, Presents colnts of poor persons.
and families based on a national and state median income. '

it wml:rwm‘m
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{

- . The current poverty standard adjusts equal-well-being thresholds

*

3-A,:;tecond _refinement, concerns equivalency scale adjustments. -+ ¢
for several factors, including a farm/nonfarm'differentials " farm
families are_agsumed to need only 85 percent of nonfarm family

-.count_differences’,attributable to definitional causes, we present

_ differentidl thresholds. For a comparison, we also include current

- poverty standard counts by state with the farm/nonfarm differential:
‘ mé?glxsis——in’th'é”remairﬂer“ of this paper is, thus, centered on

: /s ate-by-state poverty comparisons tising” four criterias:, the current ° .

_-di“ferential; relative poverty using one-half of the median f

- ‘scales; and relative income based on one-half medi‘a"n-fay'iy—mcajne
_* within ‘each state without the ‘farm differential.

" persons and Families in poverty by SEaf.e

o’

cﬁShzncmeSﬂECauséwé do not have state median Income poverty

~counts-with this- adjustment’, and:we wish to isolate.the poirert;y’

F¥z =

~poverty counts for the current official standard without the farm

poverty standard; the current standard without the farm/nbn:;{?'/
] 1y
income, for the nation without .the farm differential in eguivalency

7

_Current Poverty Standard . -/ ' .

Table 8, column (2), shows the n}'ﬁmbér of poor persons-under “the
current official standard in each state, .and_the percentage of the
nation's poor under that standard ,uhé_/kﬁie in each state.’ In absolute
werms, more heavily populjteéfsﬁt;e !  such as New York_and California,
have more poor persens than sp‘arsely’ populated states. Poor family
coynts_ in Table 8, column (1), also are highest i the more

) ated states. In relative terms, when oné compares the per=

_ centage of poor -persons-in a state to the percﬂ:entage‘ of the nation's
population ‘in a state, a g i*ferent pattern emerges. New York and
California have rélatively fewer.poor than do many states. In
fact, in-relative terms, the'poverty rate is highest in East South
Central -States followed by West South Central and South Atlantic. .

States. Another method of expressing a related point is to note
that 35 percent of the people of Mississippi are.poor Versus 8 o
percent in New Jersey. These figures are computed as row percentages 3
" as opposed to the column percentages presented in the tables. The ' -
point is that incidence of poverty for Southern persons and fam}lfies

is relatively high. - .

-

If we drop the farm threshold differential in the current poverty = ‘t—=
standardy the change in poor persons.counts, "column. (3) versus column ]
.(2) in Table 8 [or column (2) versus column (1) irr Table 9 for poor t -
families] there is a slight increase in poverty counts in most states B
because poverty .incoime thresholds rise. There are, however, virtuallye

“no differences in the relative percentage of the nation's poor in
each-state. D ' .

- o
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(flgures 1n hundreds)

(2) (3) .- \\ ;
Nuarber of Poor . "Oré-!hlf
Acoording to Current - National

«Current Definitidn Median \
Definition Nonfarm Family I.nc:mx
. L

- State
Median- -
Family Incore

0 Faed M sl

Census\\bivisim B pepulation

i W

T...U.8. Total 1978097 273972 277189 © 448304 436736,

CRTIN

114624 - 10426 /
9570 (0.48) 1273 (0.46)
7145 (0.36) . 713 (0.26)
"4310 (0.22) 530 (0.19)
55065-(2.78) 4749 (1.73)
9019 (0.46) 1124 (0.41)
29515 (1.49) « 2037 (0.74)

, 10441 .
1277..(0.46)
7207(0.26)
533 (0.19)
4750 (1.71)
1124 (0.40)
. 2037 {0.73)

18038 18034
2497 (0.56) . 1630
* 1294 (0,29) 12
957 .(0.21) 957
8216 ‘(1.83)~ 8454
1727 (0.38) 1727 (0,
3347 (0.75) . 4044 (0.93)

1

66180 . g
35549 (8.14) -
11331 £2.59)-
19300 (4.42)

38550
20373 (7.44)
5641 (2.06)
12536 (4.58)

363967

178238 (9.01)
70415 (3.56) -
115314 (5.82)

38680 .
20426 (7.37)-
5654 (2.04).
12600 (4.54) °

64704 .
33279 (7.42)
9589+ (2.14)

21836 (4.87)

39756 66742 72325
10795 (3.89) 7T 182217(4°06) "f"‘13790‘ 14.30)
. 4971 (1.79) 9844 (1.97) | ~ 8897 "{2.04)
11333 (4.09) . 18463 (4.12) 21180 (4.84) -
8255 (2.98) 13496 (3.01) 15537 (3.56)
4402 (1.59) 7718 (1.72) 7921 (1.81)
Y

393075

104242 (5:27) °
56611 (2!56)
108352 (5.48) ",
86954 (4.40)
42916 (2.17)

39107 (1.43)
10657 "(3.89)
4802 (1.75)
11241 (4.10)
8187 (2.99)
4220 (1.54)

158545 . 20264
37111 (1.88) 3979 (1:45)
27468 (1.39) 319 (1.14)
45580 (2.30) 6119 (2.52)
5935 (0.30) 936 (0.34)
6429 (0.33) 1142 (0.42)
14412 (0.73) 1991 (0.73),
21610 (1.09) 2978 (1.09)®

21829
4182 (1.51)
#3260 (1.18)
7061 (2.54)
979 {0.35) \
1215 (0.44) \\\

37292
7358 (1. J)
5972 (1.33)
11408 (2, 54)
174¢ (0.39)
2131 (0.47)
3559 (0.79).
5118 (1.14)

38631 :
7846 (1.80)
‘8899 (2.04)

10895 (2.49)
1392 (0.32)
1612"+(0.37)
3295~{0.75)
4692 (1.07)

West North Central
wMinnesota
Iowa
Missouri
North Dakota
South Dakota,
Nebraska
Kansas

2076 (0.75)-
3056-(1.10) \

53505 \\84063
621 (0.22) \1074 (0.24)
3839 (1.38) 6349 (1.42) °

L] 4

- 76828
'1094 10,25) 3
7233 *(1.46)

296891 53008
‘3341 (0.27) 617 (0.23)
38128 (1.937 "~ . 3823 (1.40)

South Atlantic
Delavare

QeI

Waryland
District of Colum

Virginia

West Virginia
¥orth Carolina
*South Carolina

Georgia
Elotxda

East South Central 125088

Kentucky

Tennessee ,

Alabama -

MississippL
i

west South Cedtral

“Arkansas »,
louisiana
Oklahoma

* Texas

whia 7197 (0.3€)

™, 44645 (2.26)

1277
6878
3963
9753
6136
9430
11131

31938
7268
8367
8670
7643

44522 (2.25)
17088 (0.86)
48908 (2.47)
24809 (1.25)

66253 (3.35)

31339 (1.58)
133329 (1794)

, 33761 (1.71)
21659 (1.09)
187821 39690
18816 (0.95) 5173
35465 (1.79) 9608
24686 (1.25) L 430
108854 (5.50) 20339

{0.47)
(2.51)
(1.45)
(3.56)
(2.24)
(3.44)
(4.06)

(2.65)

(3.05),
(3.16)
(2 79)

(1.89)
(3.51)
(1.66)
(7.42).

1277 (0.46)
6969 (2.51)
3981 (1.44)
9939 (3.59)
6227 (2.25)
9510 (3.43)
©11142 (4.02)

32515 |

« 7473 (2.70)
8521 (3.07)
8761 (3.16)
7760 (2.80) °

40104

. 5258 (1.90)7
~9674 (3.49)
4671 (1.69)
20501 (7.40)

1908
11525
6112
15682

14394

17§79

(0.42)
(2.57)
(1.36)

{3.50)~
9140 <2,04)-
(3.21)

(3.99)

47942 -

1211
13011
12944
10776

62085
7908
13986
7491
32700

(2.50)
(2.90)

(2:89)

(2.40)

.
-

(1.76)
(3.12)
(1.67)
(7.29)

.. 2034 (0:47)
10849 (2.48)
4641 (1.06)
13401 (3.07)

- 77890 (1.81) '
13554 (3.10) -
16132 (3.69)

40054 |

- 9520 (2.18)
10607 (2.43)
11248 (2.58)
8679 (1.99)

5596877
6075 /(1.39)
12063 *(2.76)
(1.51)

f;l :
31215 (7\15)
18169
1626 (0.3
1273 (0.29)
707 (0.16)
4633 (1.06)
3234 10.74)
3990 (0.91)
1846 (0.42)
860 (0.20)

ot

“Mountain < 80676 11475

, fontana g 6747 (0.34) 920 (0.34)
Idaho 6961 (0:35) 876 {0.32)
Wyorang - 3227 (0.16) . 390 (0.14)
Colorado =~ 2)351 (1.08) 2688 (0.98)
New Mexico 9932 (0.50) 2323 (0.85)
Arizona 17281 (0.87) 2657 (0.97)
Utah. . 10379 (0.52) 1207 (0.44)
Nevada 4798 (0.24) -~ 414 (0.15) .,

10980 19527,
931 0.34) 1703 (0.38)
905 (0.33 1649 (0.37)
397 (0.14) 727 (0.16)

2127 (0.77) 4638 (1.03)

2333 (0.84) - 3626 (0.81).

2658 10.96) 4275° (0.95)

1215 (0.44) 2149 (0.48) .
414 (0.15) . 760 (0.17)

f

.

M g 13 44 gl 4 a1

28779

3342 (1.21) -
2490 (0.90)

21869 (7.90)
320 (0.12)
758 (0.27) -

60298 -t
5579 (1.24)
4108 (0.92)

36369 (8.11)

12944 (2.88)
1298 (0.29)°

54543
6033 (1.38)
4154 (0.95)
T 7732142 (9.65)
685 (0.16)
1529 (0.36) -

Pacific 257410 28652
washington . 32990 (L.67) - 3302 (L.21)
Ozegon_ 20398 (1.03) 2460 (0.90)
éaliforma . 193894(10.00) 21812 (7.96)
Alaska 2784 (0.14) 320 (.12)
Havaii - 7344 (0.37) 758 (0.28)

~

SOURCE: Special taBulations by Census for Kahn and Miller.
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-State -

Definition . Nonfarm Family Income = Family Inoare:
* At - « - R R A~
55309 _ . 56126 ,* 94535 ., 91442 - .
2001 2006 3673 ~ 3598 - )
257 (0.46) « 259 (0,46) - 532,-(0.57) 336 (0.37)
144 (0.26) 146 (0.26) 270 +{0.29) * 251« (0.28)
93(0.17) T 94 (0.17) 188 (0.20) 154 (0.17),
892 *(1.61) 892 (1.59)  1644:€1.74) 1690 (1.85)
223- (0.40) 223 (0.40) 363 (0.38) 341 (0.37) -
392.(0.70Y -, 392 (0.70) 671 (9.71) 828 (0.90)
sk 0 T 1549 . 13320 nwe0 /.
3980 (7.20) 3993 (7.11) 6830 (7.22) 7333 (6.02), .
1110 (2.01) 1112 (1.98) 1980 (2.09)> , ,2357(2.58)
© 2425 -(4,38) ™7 - 2444 (4.35) 4510 (4.77) 3930-(4.30)"
7638\ 7780 ° 13679 14881 . 4
2109 (3.81) 2146 (3.82) 3785 (4:00) 3907 (4.27)-
967 (1.75) 993..(1.77)- . 1862 {1.97» 1871 (2.05)-. .
2179 (3.94% <. - 2201 (3.92) ". 3771 (3.99) 4364 (4.7
1612 (2.91) ¥ * 1629.(2.90) 2752 (2.91) 3185 -(3.48) .
T7L-(1.39)°, 7 8lle{l.4d) 1509 (1.60) 1554 (1.70) . ~eee-
4204 M7 490 . 8026 - 7528 ",
761 (1.38) \ 805—(1.43) 1199 (1.59 1603. (1.75)
617 .(1.12) 655 (1.17) 1272 (1.35) 1132 (1.24)." .
1444 (2.61) 1491 (2.66) 2539.1(2.59) . 2421 (2.65)
183 (0.33) 193 (0.34) 365*](0.39) . 282 (0.31)
239 (0.43), 257 (0.46) * 446 1(0.47) 339 (0.37) *
) 404 (0.73) 424 (0.76) ~  755(0.80) 695 (0.76)
IR 646 (1.17) 665 (1.18) 1150/ (1.22) 1056 (1.15) .
i 11007 11127 . 18166] - -16610 -
125 (0.23) - 126 (0.22) 217 (0.83) 221 (0.24)
7327 (1.32) 736 (1.31)- , ~ 1270; (1.34) . 1461 (1-60)
District of Columbia 219 (0.40) 219 (0.39) .. 343 (0:36) ° 371-(0.41) -
5 1432 (2.59) 1456 .(2.59) 2480 (2.62) . 2316 (2.53)
857 (1.55) 861 (1.53) 1380 (1.46) ' 1022 (1.12)
2084 (3.70) 12094 (3.73) 3459 (3.66) - 290> (3.18) -
1252 (2.26) 1269 (2.26) 1903 (2.01) 1619 (1.77)° -
1965 (3.55) 1981 (3.53) --° 3086 (3.26) 2892 (3.16)
.7 2381 {4.30)" 2385 (4.25) -+ 4028 (4.26} 3803 (4.16) °
East South Central 6840 T 6986 10597 .. 4673 ~ . ,
- .- 1620 (2.93) 1672 (2.98) 2557 (2.70), 2100 (2.30)"
1858 (3.36) 1900 (3.39) 2978 (3.15) 2391 (2.61)
&, 1799 (3.25) 1824 (3.25) 2798 (2.96) 2400 12,62)
v, 1563 (2.83) 1590 (2.83) 2264 (2.39) 1782 (1.95)
West Soyith Central 8180 8298 13402 11918 T
3 . 1124 (2.03) ‘1148 (2.05) 1811 (1.92) 1346 (1.47)
" 1944 (3.51) 1960 (3.39)° 2912 (3.08) 2463 (2.69)
1016 (1.84) 1048 (1.87) 1786 (1.89) 1564 (1.71)
4096 (7.41) 4142 (7.38) - 6893 (7.29)//’ 6545 (7.16)
v . c - B .- N ~
2238 2%63 4921 . 3706 g
179 (0.32) 182 (0.32) 343 (0.36) 327 {0.36)
179 (0.32) 187 (0.33) © 368 (0.59) 273 (0.30)
-y 83 (0.15) ‘84 (0.15) 155 (0.16) 151 (0.17)
. / 494 (0.89) 562 (0.89) 931 (0.98) 930 (1.02)©
Mexico ¢ 456 (0.82) 459 (0.82) 744 (0.79) 659 (0.72)
’ 516 (0.93) - 516 (0.92) 884 (0.94) 811 (0.89)
247 (0.45) 249 (0.44) 433 (0.46) . 370 (0.40)
84 (0.15) - 84 (0.15) - 163 (0.17) 185 (0.20)
‘5596 5627 9651 11103
i’ 654 {1.18) 662 (1.18) 1174 (1.24) 1279 (1.40)
473 (0.86) . 482 (0.86) 856 (0.91) 870 (0.95)
. 265 (1.71) - 4219 (7.62) ~ 7278 (1.70) 8536 (9.33) :
53 (0.09) 53 (0.09) 92 (0.10) 122 (0.13) L
151, (0.27) 151 (9.27) . 251 (0.27) 296 (0.32} -
Special tahulations by Census for Kahn and Mi).ler, » .
1 .
o . s ’
» ‘;J,r N . 43 ' 53 i3 + P &
’ '/ - ) . o & T . e
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Relative Poverty tandard S

i
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|

persons and Families-in Poverty by State I, \
Relative poverty, defined as one—halﬁ:the med ian famil& income

for the nation, is used together with the urban, official: equivalency

scale to form a matrix of poverty thresholds used to determine the

‘ number of podr persons and poor families. . By comparingncorresponding H~f

.

_entries in columns (3) and (4) of Table 8, we can judge the impact

on poor persons counts of changing from the current poverty wstandard, L

$3,743 for a nonfarm four-person family in 1969, tc a median income’
based poverty standard, $4,798 for families in the United States ‘
in 1969. 51/ A similar compar ison can be made -or—familie$™in
‘olumns (Z) and (3) of Table g, The immediate effect of changing

to the relative poverty definition ;is to raise the number oL, poor
persons from 27.7 million to 44.8 million, a 60 percent ir rease in
the number -and incidence of poverty. o - . ;

-The extent of this increase, however, is not uniform among
different states. In states in which median income of families is
above the national average, suc’: 22 New York, $10,719, and Connecticut,
512,045, the -increuse in the ircidence of poverty, the percentage of
population who,are poor, {s above the cverall increase, while in -
Mississippi, $6,068, ard Kentucky, $7,439, relatively “low-income
states, the increased poverty inc:.dence is less than the national
average.. In terms of what percentage of the nation's poor are
located in which statesy the changé from the current poverty standard
.  to a relative.poverty standard increases the relative number of the
nation's poor in richer~states and lowers the relative.number of
poor in less rich states. This}tendency is most clearly shown
when compar ing- the column (2) and (3) percentages in Table 9 for
Mid Atlantic States with corresponding entries for South Central-
States. See also Table 10 for persons and Table 11 for children.

- Replacing national with state median income, column (5) versus
column (4) in Table 8, inc 21ses the incide... of pc -2ty over the
official standard by less tnan the increase tuund when using
a national median income standard. The overall difference
in the amount of increase is roughly one-half of one percent, or -

' just over one million less poor persons. AS with the national radian
\ income standard, poverty increases in all states, but a very important
difference emerges when ‘compar ing the amount of/ the increased poverty

- 'in low versus high income states. when one uses 50 percent of median

family income in a state as a poverty threshold to determine the
percentage of poor persons in that state, the percentage increase

percentage increase in poverty,incidence in low-income states.
put another way, consider two states, Mississippi and New Jersey.

In Mississippi there are more- poor-—persons and families under a poverty
threshold based on one-half national median income thar there are poor

in the incidence of poverty in high-income states is less than the -
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Table 10. ‘prcidénc\:e of Pe\iéréy for Persons by State and by

Alternative Poverty Definition: 1970 Census .
. - -
, (1) 2 .. (3). 4 . (9
. T 50 Percent of - 50 Percent of |
¢ Current  Qurrent Family Median Family Median Median .
Poverty Standard . leome for Income for ~ Income of
° Nome of Stat. Standard”  for Nonfarm ~ Nation State . all Families
United States 139 14.0 22.7 22.1 $ 9596
- & £
~« Alabama 25.7 26.0, 38.3 33.3 7263
. :thska 11.5 11.5 19.0 " 24.6 12507 - .
: 15.4 1574 24.7 23.1 9206 -
‘““*\uﬁﬁ. 27.5 M9 4.0 32.3 6271 .
} " California 1.2 1.3 " 18.8 21.7 - 10828
Colorado . 12.6 12.8 2.7 21.7 ' 9568 ™
-Connecticut 6.9 6.9 Jq1.3 13.7 12045
Delavare 11.6 11.6 20.1 20.5 10255 |
District of Columbia 17.7 17.7 26.5 28.3 9606
Florida i6.8 16.8 27.0 24.3 8274
Georgia 21.1 21.3 32.2 30.4 8174 .
Hawaii 10.3 10.3 17.7 © 20.5 11664
Idaho 12.6 13.0 23.7 18.3 7T
Iilinois 10.4 . - 10.5° 17.0 19.5 11096 ~
Itdiana 9.6 9.8 17.5 - 17.6 9967 ®
Towa 11.4 11.9 21.7 19.5 9055 -
Kansas 13.8 4.1 . 23,7 2.7 8725
23.2 238 i 35.8 - 29.7 7439
Louigiana 27.1 2% 39.4 34.0 7527
Maine ‘ 13.3 13 26.1 | . 17.0 . 8220
Marylard 10.0 10:1 -5 16.7 - - 19.0 11206
Massachusetts 8.6 8.6 7 " 14.9 ‘ 15.4 . 10981
Michigan 944 9.5 15.5 17.9 fo1n
Minnesota 41047 1.3 19.8 21.1 9928
Mississippi L4 35.3 35.8 49.8 ' 40.1 6068
Missouri 15.2 15.5 25.0 . 239 8935
uuuuuu Montana 13.6 . 13.8 25.2 T 24.1 . 8547
Nebraska 13.8 . 14.4 247 22.9 8597
- Nevada 8.6 8.6 15.8 | 17.9 10779 s —
New Hanp. ‘ve 10.0 10.1 18.1 17.1 9698+
New Jers - 8.0 8.0 13.6 16.1 11589
New Mexi » _ 23.4 23.5 . 36.5 32.6 __7845
New York 11.4 11.5 18.7 . 19.9 10719 —_
North Carolina 19.9 20.3 32.1 / 27.4 ~ 1770
~._ North Dakota 15.8 16.5 29.4 23.5 7836
“Ohio 10.2 10.4 17.5 . 18.0 10372
Oklahoma 18.5 18.9 30.3 , 26.8 7720
Oregeni™ 12.1 12.2- 20.1 20.4 , 9498
Pennsylvania 10.9 10.9 18.9 16.7 9568
Rhode Island 12.5 12.5 19.1 17.9 9734
South Carolina 24.7 25.1 36.8 3.8 7620
South Dakota 17.8 18.9 . 331 25.1 7490
Tennessee 21.8 22.2 13.9 27.7 7446
Texas 18.7 18.8 30.0 28.7 8514
Utsh 11.6 1.7 20.7 17.8 ©342
Verr ont 12.3 12.4 22.2 18.7 * - 8974
virginia 15.4 15.7 25.9 24.4 9076
wa 10.0 10.3, 16.9 18.3 10481
West Virginia 23.2 21.3 35.8 . 212 7414
Wisconsin 9.8 10.3 is.0 18.5 10080
Wyaming 12.1 12.3 22.5 21.9 '9030

SOUPCE: Column (1)
Colum - (2)
Colun (3)

Colum (4)
Colurn {S)

*Incidence is defined as the percentage of the population of the stat. Jho.are poor.

Special tabulations by Census. Lo

-*Special tabuiations by Census . s

Special tabulaticns by Census for Kahn and Miller.

Special- tabulations by Census for Kahn and Miller.

U.S. Department of Cormerce, Social and Econcmic Statistics
Administration, Bureau of the Census; Detailed Characteristics,

U.S. Summary [PC(1)-D11},” February 1973.
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Related Children, 5-17 Years, by
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<
Jable 11. 'Incidence of Poverty for
4  gtates and Alternative Poverty Definition: 1970 Census -
/} ’
- Y 2) . (3) L. 4)
~ e ’ Current Standard 50 Percent of 50 Percent of
N . Us.inga1 Nonfarm Median Family Median Family
- .Current Poverty Equivalency Income for Inccme for
. %,  Standand scale Nation State
3 \ :
United States 15.2\ 15.3 . 25.5 24.9
| . ..
Alaby 30.5 30.8 4.2 138.6 °
Alagia 10.8 N 10.8 19.7 26.9
Ar 17.6 : 17.6 28.5 26.8
Ar. 32.2 \\ 32.7 48.00 37.1 e
.Califrgdrg.\.a 12.5 . 12.5 20.6 24.2 T
Colo 13.2 A 13.5 23.2 23.2 . B
Connecticut 6.9 N\ 69 s 1212 15.0, . i
Delavare 12.8 \12.8 23.3 24.1
District of Coluwbia 23.4 23.4 36.8 39.2
Florida 19.7 19.7 31.5- - 28.2 .
~-Georgia 25.2 25.4 38.4 36.3 - ——
Hawaii 10:9- 10.9 . 20.7 24.2
1daho 12.0.. - - 12.4 . 24.1 18.6
Illiroas 10.9 10.9 19.0 22.2
Indiana 8.7 9.0 18.2 28.7 -
Iowa 10.1 10.6 21.9 19.3 |
Kansas . 12.9 ’ 13.3 23.8 21.6 e
Kentucky 25.0 25.9 40).3 33.0 4
Louisiana 31.2 3L.5 45.4 39.1 .
Maine 14.2 14.2 t 291 18.6 .
Maryland - 11.1 “1l.1 19.3 22.3 ’
Massachusetts 8.7 ‘8.7 16.2\ 16.7
Michigan - 9.0 9.1 16.0 - 19.0 .
Minnesota 9.3 10.0 19.7 . 21.2 -
Mississippi _ 40.9 41.5 58.0 46.8 * N ~
Missouri 15.0 15.3 25.9 24.4 -
Montana 13.1 13.2 28.6 27.1
Nebraska 13.6 14.4 26.6 24.5
Nevada 8.9 8.9 17.6 10.1
New Hampshire 8.2 8.3 17.8 16.4 "
New Jersey 8.4 8.4 15.5 18.¢
_New Mexico 7 28.0 28.0 42.7 38.1 N
New York 13.0 13.0 , 22.0 T \23.6 A
North Carolina 23.4 23.9 37.5 32.2 - P
North Dakota 17.1 17.9 31.9 126.0
Ohuo 9.1 ~ 10.3 18.7 “19.4 -
Oklahcma 19.1 19.4 31.5 27.5
Ogecon -~ 1.1 11.3 20.2 20.5
Pen isy«vania 11.0 11.0 20.9 18.1
“eland 12.3 12.3 20.2 18.8 -
Zouth Carolina 30.2 30.8 43,9 38.8
South 2akota 17.. 18.1 35.8 25.2 *
Tennessoe 24.9 25.4 39.4 31.9
Texas 2.7 21.8 34.8 33.3
Utah 10.1 10.2 20.3 16.8
Vermont 12.1 12.1 24.4 20.5
Virginia 18.3 , 8.6 30.8 ©29.2
* Washington 8.8 3.0 16.1 17.7
West Virginia 25.1 - 25.3 * 39.9 29,6 .
Wisconsin N 9.6 9.6 18.8 19.3 .
Wyoming 10.1 10.6 22.9 22.4 \\ ,
SOUPCE: Colum (1) Special tabulations oy Census .
Colum (2) Special tabulations by Census . N
Colum (3) Specral tabulaticns by Census for Kahn and Miller.
Colum (4) Special tabulations by Census for Kaln and Miller. .
Colum (5) U.S. Departient of Correxce, Social and Economic Statistics
Administration, Bureau of the Census, Detailed Characteristics, R
U.S. Summary (PC(1)-Dl}, February 1973.
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_persons and families under one-half the median income.of. .
‘Mississippi families. In fact, by the national income standard,
one-half of all the people of Mississippi are poor and nearly 60

percent of the chlldren of Mississippi are poor . The reverse -

s true for New" Jersey, a state whose median income exceeds.the

national famlly.medlan income. That is, a state-based median income

poverty standard is associated with greater New Jersey:poor than a -
national-based median income poverty standard:- The importance of
these . issues will emerge in the next section when we discuss pro-

gram 1mp11cat10ns and alternative schemes for the d1str1but10n of .

Eederal funds.

) \

Program Impllcations

(3

Examples of Federi. Programs Us1ng Alternatlve Poverty
Deflnltlons

Since the development of the current official poverty thresholds,w
a number of Federal statutes have incorporated aspects of a poverty
definition into the law's criteria for eligibility or disbursement
of Federal funds. Title I of the Elemenitary and Secondary Education
Act (ESEA) in'part determines eligibility for Federal funds to aid
educationally uisadvantaged school chlldren based on the current
poverty definition. -

. Another example is the Comprehensive Employment and Training

Act of 1973 (CETA), an umbrella act which incorporates twd poverty

definitions. F1rst, eligibility for participation in various man-

power programs is made according to whether a person is "economically--

disadvantaged" or not. A person is "economically d1sadvantaged" (see

Title VI, Section 94.4), if he is a member of a family receiving cash

welfare payments or if his annual income does not exceed the current

“poverty standard (our term, not theirs). A second poverty definition
is used under CETA to distribute Federal funds. As stated in Title

VI, Section 95.2, paragraph (iii): "Twelve and one-half percent of

. the funds subject to the allocation formula be allocated on the basis

" of a prame sponsor's proportion of the number of adults in low-income-
families in all prime sponsor areas." A family is considered TTow-1ncome"
if its-income if its income is below $7,000 in 1969 dollars. In short,

Federal funds under CETA are distributed based on a strictly absolute

pove;ty standard, whereas eligibility for those funds within an area

is set according to a relatively absolute standard, the current official
thresholds. ESEA and CFIA are two examples of Federal programs using

the current official poverty count; we can also point to Federal

programs using median income poverty standards.

- The main purpose of the Housing and Community Development Act
of 1974 was to direct housing toward the low-income population.
Under this act the current official poverty criteria may be used
to determine the "extent of poverty" except for adjustments as appro-
priate and in the sole discretion of the Secretary, for regional

47 97
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extent of poverty"

bility for having assistance,

of 1973 says,

. adjustments for family size and

administrative use of a poverty
astate. The overall purpose Q

" bgsic health, education, and in
maintenance. 52/ Under this ac

ins, family planning, etc.-
made by families whose income i
cent of the median income for a

the District of Columbia with £
Secretary for family size. A f
established for families whose

hypdthetical interest.

L D e O

or local.variations in the income and cost of ‘livirig./ The

" . 3ifferent areas under Title I of the act.
listed in Title II, use three

pover ty. definitions, two of which are based on median .ificome in
-/ an area.. Section 201(a). amending the United States Housing Act

coming for day care programs fo
No payment for_these services need be

is.a.key factor in'allocating funds to -

Criteria.for eligis

", ..The term 'very low-income families' means )

. families whose income does not exceed 50 percentum of the median

- —==—"fayily income for the area, as determined by the Secretary with
adjustments, for smaller and larger
Title II, Section 8(f) defines eligibility for ‘housing assistance

-+ dccording to whether a family is a "] ower-income -family." This
term means that the family's income does not exceed 80 percentum
of the median income for the area, although the Secretary may make

families." An.earlier part of .

other factor s-deemed relevant.-

Title XX of the Social .Secirity Act is another example of the

line based on median income within -
£ this act "authorizes Federal

sharing for the cost of state-sponsored social services other than

stitutional services or income
t, Federal support can be forth-
¢ children, meals on wheels to shut-

s less than the lower of (1) 80 per-
family of four in the state, or

. (2) the median income for a family of four. in the fifty states and’

urther adjustments made by the
ee schedule for the services is -
incomes are between 80 percent

g

115 percent of the median income within the state. P

-

- -

: } Listing the various poverty definitions in current use is
more suggestive than def initive.
- _ that a main aspect of this paper, comparing the current official

: poverty standard with a relative poverty. standard, has more than
Both definitions of poverty are in current
use today ‘to distribute Federal funds to areas Or individuals.

Is it desirable to allocate Federal funds based on two poverty
¢ounts? What are the ‘consequences of one-poverty standard versus

It does undefline, however, '

andther in terms of which states receive which share of Federal

funds? By addressing the last
: part of the first guestior.

Distribution of Federal Furds

.
f—————e

question we may be able to answer

The Implication of Poverty Definitions on the Geographical

We next examine below several alternative schemes of dis-

tributing funds to states.._In general, we will not replicate

- exactly the existing distributional schemes,
- terns which emerge when using the current official poverty standard

48
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as /opposed to g relative poverty standard. In this discussion,
efézwg/éha}l refer |to poverty counts of persons and families. Finally,
/in keeping with the particular .interests of tne Poverty Task Force,
‘'we.will compare aspects of the relative distributional impacts of
-allocating funds to states under Title I, Elementary and Secondary
_ Educatiop-Act. Améndments, which depends, ir part, on a Censusc:
;. Orshansky-povefty line, with the distributional impacts of using’
(a) only the current poverty line, -or (b) a poverty line defined
as 5<xp¢rcegt of “the family median income for the nation, as (c)
a poverty line based on 50 percent of. the family median income.
for the state. =~ -~ | ooy L

l1ocation Implications from Persors in Poverty by State
1/ and Poverty Definition - .
Y= R N . - . . .
/," “ fTable 8 lists data on persons in the 50 states and divisions
" by population, current poverty standazd,- the current standard with
no farm/nonfarm adjustment, a relative poverty standard based on-
+ one-half family incomc for all families in the country, and a-compar-
able relative poverty standard using median income within a state. ¢
_Data are from the 1970- Census. Within each of the five columns :are
" two entriés; the numeric total for the state or division and the
fraction or percent of the total accounted for by the state. The
namer ic totals are included only for the proverbial interested
reader. Our main interest lies with .the percentage figures. -

One might begin a discussion of alternative distributional
metheds by suggesting that one part in f£ifty be given to each state.
Such a 'scheme can be quickly dismissed o s that states
with large populations would i ess money per’ person than
sparsely populated s From this objection, one might offer’
that a distribution based on relative number of individuals within
. Ee is a logical next step. For example, since Maine has roughly
3 9.5 fillion persons, or 0.48 percent of the population for the nation,
L Maine should receive 0.48 percent of a total amount of allocated /

> . . 'Federal dollars. :

o

: ~ This per capita distr ibution scheme implies uniform needs

x between individuals. In particular, it considers the needs of a

o poor person to be identical to someone’ggp,isn’t poor. Many would
object because densely populated_areaS such as the Northeast, which
-have relativel: few poor, would receive-more than their "fair share"
of Federal dollars. If one follows a criteria that Federal funds

. designated to poor persons should be allocated according to the
location” of those poor persons, then an alternative distribution -

scheme 1s needed. LT / .

o

More appropr iately, a family of alloéative schemes is
obtained by considering different counts of poor persons under
different poverty definitions.” In columns (2) through (5) are
_the .relative percentages of Federal funds that would go to each

-

‘o B
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state-under. the four different poverfy definitons. Table 8,.
columns (2) through :(5), shows the relative percentages of Federal
. funds that would go t& each state undek four different pover ty
- definitions. Whether one uses the current, poverty definition, -
i - column (2), or the current definition without a farm adjustment,
column (3), little allocative difference is seen.
¢
For instance, the sixteen states and the District of Columbia,
an area called the "South" made up of South Atlantic, East South o
) Central, and West South Central divisions, would receive the largest
-+ share, about 45 percent of Federal’ poverty dollars, if Federal -
i » dollars were allocated to states on.the bac ° of the current poverty
definition. The states in the South, in general, have a greater
. poverty percentage than a population percentage. This means that '
Sl distribution of funds to these states based on the official thresholds
overcomes a needs difficulty presented with a strict per capita dis-
tributional scheme, . ’ .
what happens if we use a relative poverty definition? In this
case, the absolute number of;poor increases in every state. However,

reqardless of whether one uses 50 percent of national median lncome Or
50 percent of state medlan lncome, States that have reIatLyeIz Tow
average incomes would receive relatively less Federal dollars witn a )
medlan income poverty standard than with a distributional scheme based
on the current scores. The South under a national medlan<income “
standard would receive about 43 percent of total Federal poverty - B
funds. If a state median income standard were used, even fewer Federal .
dollars, roughly 39 percent, would go to the South. On the other hand,
relatively high-income states, such as New York and New Jersey, stand
to receive more Federal funds under a relative poverty definition.
Between the two relative poverty definitions, use of a state median

i‘f income results in more funds allpcated to richer states and less funds
allocated to poorer states. ‘

. Use-of-.a national median income poverty standard can be generally
stated as treating individuals or families in the nation equally who
are equal in some reference category such as family income. However,

‘ state median incomeepoverty standard says that a family with a 1969 B
\\\:/Pnnual income of $5,790 was poor if they lived in New Jersey, but ——
S not poor if they lived 10 miles away in New York. New J ey”"’ﬂ”’—dv
s will receive relatively more poverty dollars than New rk, pos-
sibly-because relatively more very rich persons liye” in New Jersey
. _than New York. The point is that horizontal equity distribution
" norms can be approached locally, as for persong’within a state,
or-nationally. If one allocates funds on the/former basis, the pre- °
transfer existence of rich persons in the tafe serves to attract
more Federal funds, but that is very similar to what is done under
several existing Federal allocative schemes. '




" in Table 8 for persons. Although®the" aIlocathe welghts differ

~_Allocat1ve Impllcatlons from Families- in Poverty by State 2 o
. and Poverty Def1n1tlon

E

i

}

I
Table«9 presents data for fam111es comparable to data presentéd{

f

between the two tables, quite similar patterns emerge when comparing|

allocative weights within a given state across different poverty -

deflnltlons. The 1mportant points are: (1) in states with high

) (low) average family income, use of a relative poverty definition

“instead of the current definition increases (lowers) the percentage of’
national funds allocated to the state, and (2) w1th1n the category of
relatlve poverty definitions, use of. a standard based on state median
incdme lowers (increases) the percentage of national funds allocated to
states wmth median incomes below(above) the- natlona%\;:erage.

Geographlc Distribution of Poor Children with 1970 Census

ata
and Title I, ESEA B

Poverty Deflnltlons of Title I of the£1974 Elementary,and Secondary

. Education Act . \ -

- The definition of poverty one selects can ‘affect the ellglble
populatlon and the distribution’6f funds for Federal programs. However,
it is seldom the only factor. For example, the distribution’ formula
used under Title I of ESEA to determine the eligible population in
each state, involvés counting three groups: children 'from families
defined as poor under the official poverty standard; plus,two-thlrds
of the children in families on Aid to Families with Dependent Chlldren .
(AFDC) with income above the current year official standard for-a
family -of four; plus children in state institutions such as -those for
orphaned or delinquent children. 53/ The actual payment rate depends
not only on eligibility, bu;gz;;ﬁ?j/avallablllty of Federal funds and

a cost-of-schooling-per-child scale factor. It is useful to examine

" the effects of alternative rty measures on the ‘distribution of

Federal funds in the context of these other factors. However, it is
beyond the scope of this paper to analyze fully all the ramifications

. of alternative distribufion formulas. - Rather, in order to illustrate

the general direction of changes in the context of the other fdctors,.
a descriptive treatment of simplified versions of the ellglblllty

" criteria of the Title I formula of the Elementary and Secondary Educa- |

tion Act is presented in the sectlon.

F1rst, we examine only the count of pdor school-age childrén and
consider the effect of annually distributing the‘estimated $1.9 billion
dollars to the states under Title I of the Elementary and Secondary
Education Act if the actual ESEA schemé were based only on the count .
of poor school children and did not use the adjustments for AFDC
participation, per-pupil school costs, and the smoothing technque
of lag-adjustlng actual payments in one year -based on a percentage

_ of the previous year's actual payment.
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= gmapié 12,7columns (3) thiqugh‘(éf: shows a varieéy_of éoun£§~. .
.- :0f "poor- school cuildren calculated by varying the poverty definition.
.. For ‘comparison, we also includé the present and past counts-of— !

;ﬁiiﬁéaﬁéhﬁiénally disadvantaged" school childreri-as determined by an’,

-~ ‘approximation to the Title I eligibilitycriteria. The reason .
- Title I entries are an approximation is.that we have not included -

Puerto Rico, the Virgin Islands, and Guam, since

'Lx'iﬁéjlaék;qomparable poverty count information on those areas. If .we use
as an allocative criteria, the relative number of poor children in any

* one state, and assumé no intrastate schooling cost'adjustments,'ﬁben we
~nay usé the poor children counts in the (a) columns to compute-thp )
‘percentages of al}ocatiqe weights shown in the (b) colums.’ . |

-~ I —

. i
Children defined as educationally disadvantaged according tol.
the.current and past versions of Title I are counted in columns i
-(1a) and (2a), respectively. Differences in the row entries reflect-
--mainly the chande in the eligibility in which an absolute poverty
" threshold, $2,000 per family, was replaced with the official stand-
ard, a relatively absolute povérty threshold. The 1965 Title I
. standard, used to compute cdlumn=(Zi‘ehtries,uwggﬁbased on the sum
“of two groups: (1) children aged 5 to 17 years from families with
“incomes of less than $2,000 according to the 1960 Census; and (2)
children from families on AFDC whose annual payments exceeded $2,000. -
By the early-1970's, AFDC participants had grown to such an extent )
that the AFDC factor was a dominant factor in the Title I fund
distribution formula. For this reason the formula was amended’  -» et
by replacing_thesfirst factor, the abso;ute‘poverﬁy threshold, with
the current official poverty definition ard including only two-
thirds of the AFDC children. The entries in column (1) are-made
with the amended Title I. - . .
In the remaining sections we use the eligibility portion
of current Title I distribution formula as an actual distribution
* formula. In this discusion we first.compare hypothetical Title |
I distributions with and without the AFDC add-on. Dropping the
AFDC add-on means the hypothetical Title I fund distribution would
be based solely on the existing official poverty standard. For
,comparison, we examine_these hypothetical Federal fund allocative .

*.." -schemes with distributions implied by use of median family

poverty standards, where median income is first national median -
income and next state median jincome. We conclude by offering an
- allocative scheme based on weighting counts of poor school children
by median family incomes for states. The weights are intended. ‘
to reflect vertical equity considerations. : -
— LT
If Poor School Children Count Replacéd Titie I Elic® lity Criteria,
Current Poverty sStandard : o

Assume the basis on which to allocate Title’l ieral funds ‘.
the number of rélated children of school age, 5 to 17 years, from
families who are poor according to the current Jfficial—standard.
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e§.of Pook, Relétted Children Aged 5to: iy N

) K State)\ and R verty De f;fmtmn (in thousands)
: / - /e ¥ e s A
P - - / ¥ K
T R (S a /o @
) - Estimated/Eligibl- .
EER 5-17 tion -
. - PL 89-18 Title I Eligible under
- - for ry‘qm 1972 Title T°
/ a ,/ b a ‘b
/ Percentage - Parcentage
7 of National of National
~. ';btal 'lbt'al Total Total
/ X
I . . "
v.S. Total 8705.6 5567.4 ‘

New England 333.8 3.83 .49 5.20 ?
vaine ' 40.1 .46 27.4 .50 VR
New, 17.2 .20 © 9.9 . .20 31.2
Vmﬂ:.(ﬁhke 15.8 A8 —— - 9.3 .20 24.1 { Y
Massachusetts 157.6  1.81 /165 2.60 233.9
Rhode Island  29.6 .34 / 258 .50 43.0/"
Connecticut  73.5 84 . 645 120 4.7/ |

Mid Atlantic 1384:6 15.90 1296.7 '23.20 10330 12.86 13.75 18819
. New York 788.8 9.06 - 747.9 13.40 563.7 7.02° 7.14 1024
o . New Jexsey .215.8 2.48 223.6 4.00 . 151.1 1.88 2.08 334/
’ Pennsylvania  380.0 4.36 325.2 5.80 318.2 3.96 4.53 _
East North . /
Central 1271.3 14.60 908.7 16.40 10580 -13.18 14.45 16.53 \
L Chio 290.8 3.4 217.5 3.90 288.7 3.60 "~ 5252 - 3.93;’1 4.20
. : Indiana 133.2 1.53 73.6 1.30 123.3 1.54 ‘2506 1.88 ) 2.17
Illinois ~ 390.7 4.49 315.1 5.70 ., 308.9 3.85 5371 4.02 628.3 ;- 4.82
R Michigan 325.9 3.74 . 232.5 4.20 222.1 2,77 2.9 / + 465:0 3.57 SN
o ‘Wisconsin = 130.7 1.50 70.0 1.30, 115.0 1.43 1 231.6 1.78 o,

West North .
Central 559.3  6.43 327.0 5.0 5598 6.97 7.37
Minnesota 15.5  1.33 71.5 - 1.30 104.4  1.30 1.70
Towa 83.6 .96 49.8 .90 N 78,0 .97 1.09
. . Missouri 178.7  -2.05 /. 9.6 /130 1809 2.5 e
forth Dakota  28.1 .32 /12,9 .20, 317 .39 /.35
‘' South Dakota  36.0 .42 17.9/, .30 JK‘J .43 .37
/' Nebraska 48.0 .55 30,3 .50 .69 .73
Xangas 69.4 .80 71.6 - .90 ; 7429, .93 - .93 . R
7 south Mtlantic 1656.1  19.03 f25.0° 13.10/ 20.82 1667.5 0.7 Blo,o s 2007.6  18.47
Delavare 18.8 .27 “10.8 .20 24 - 188 =23 4.2 7 .26 35.4 .27
Maryland 127.0 .46 97.0 170 1.42 - s 141 a7 145 L 27.0 174
District of y 7 . w‘_ a .,_,n o N
Columbia 46.9 .54 { 0 .7 .80 .50 39.3 1._ 4 65.8 50 C
virginia 22.8  2.56 110.8 7/ 2.73 9.3 2. KH 2.—73 u5.2  2.65
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West Virginia. 109.0
North :

Carolina
South

Carolina
Georgia
Florida

East South
Central
Kentucky
Tennessee

Alabama
Mississippi

wWest South
Central
Arkansas
Iouisiana
Oklahoma
Texas

Mountain’
Montana
Idaho

Wyaming
Colorado
New Mexico
Arizona
ytah
Nevada

Pacific
wWashington

. Oregon
California

Alaska —
Hawaii

319.5

208.9
297.8
305.4

1000.7
212.9
248.9
275.3
263.6

-3

1239.5
156.6
313.3
125.5

644.1

353.3
26.1
25.3
10.4
71.2
8l1.8
86.5
4.5
11.5

906.8
98.9
64.6

703.5
14.5
25.3

.13

10.42
1.14
.74

8.08,

.17
.29

18.6

. - 3:80- -

2.20

1.40
1.70
2.20

6.80
1.80
1.50
1:70
1.80- -

G5 s
e

8.40

112.8
308.5

218.9
310.7
314.6

*1009,1
210.0
252.2
285.2
261.7

12599

.90 —- 161.3

2.30
.60

4.60
3.\5\\
2 /N

27.6
420.5

< 650.5

.352.3
25.7
- 23.5
9.1

WM -l
[
. .

=UOowWrm

-
~

.

o

NON@aW;m
.
© = WK

2o
A ..{

N

1.42°
3.89

I
3.92

397 -

12.72
2.6
-\3,28
160
330

«
FTY

15,89
2.03
4.13
1.52
8.20

4.44
.32
.29
.11
.99

1.11

~

/113.6

N B2

1.0
13.2
" 314.6

r e

AN
1.4

7

2.75
3.90 .
3.92 -

1027.6 \ 12.80

217.1
256.8
288.3
265.4

1270.6
163.4

330.2 -
122.7. ‘
(6543, 8IS

355.7
25.9
24.2

9.5
80.3
88.1
85.0
31.6
11.1

789.1
79.0
59.5

619.5

9.1
22,0

2.70
\ 3.20
13.59-

3<31

15.82
2.03°
FRTE
1.53

4.43
32
.30
12

1.00

1.11

1.06
.39
.14

9.82
.98
YE

7.71 ~ .1022.8

Al -
27

1957.8. . 14,67
240.1  1.80
476.1 3.5
199.1 1.4
1042.5" - 7.81

\ 604.2 + 4.52
. 55.9 .42
47.2 .35

' 2046 a5
138,0 - 1.03
119.7 .89
132,6. 1.03
63.2 A7
22.0 .16

9.96
1.06

280 .83
7.66 . 9.21
16.6 12 . 17
41.7 .31 .38

X a

1330.0
142.1
N 106.8

SOURCE: . Columi (1) entries are proces
Part A, as amended: FY 1977" — DIEW:OE:NCES,
Children under Original Grant Eligibility Standard, 1965-1972,"
Colum (3) Special tabulations. '
Colum (4) Special tabulations.
Colum (5) Special tabulations (Kahn-Miller).
. Colum (6) Special tabulations (Katn-Miller). -

soed data, excluding Pucrto Rico, from
' 22, 1975.
in August,

"Estima
Colmlk

Sy

(2) is}

+

v

ted distribution of funds under provisions,of PL 89-10, Title I,
processed..fom data .in Table I, .
1975 paper by Alan Glnsbt.}x’q and ‘Charles Cook (sa? gwmte 053_)‘.“

of Low Income
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se of t is standard 1mp11es, of course, adjustments for famlly
,;axsize .and composition, age ard séx of-family head, and farm/non-_ -
. farm adjustuents. The percentage entries for .the official standard
in column {4b) can be compared to the corresnondlng figures in
column (lb), which show cirrent Title I‘percentages. ‘For several
‘,states, such as Maine, Iowa, or “Hawaii,.the relat1ve ,share of
.federal funds received would chanqe ndt at all or only slightly.
_-For othet states, notably those in the Mid Atlantic and.East South L
.Central areas, rather, sharp differences emerge. These changes are .
- attributable to the exclusion of the AFDC ‘add-on in the column (4)
f;gures. For example, under the existing Title I standard nearly, L6
.-peccent of the populatlon,of Tltle I eligibles reside-in Mid Atlantic
states. Were eligibility determined solely by the current poverty
. «aFf1c1al standard, these states would have roughly 20 percent fewer
Title I eligibles. The opposite effect occurs in- the Egst South
,\ Central. States and other states with relat1ve1y low AFDC standards.
: Wbuld such shift in the allocation .of funds be des1rable‘> X
, " One can well 1maglne that the dagree of "des1rab111ﬁy" esti-
— mated from the altecative shift ‘might depend op many factors ‘such
as where one happened to 11ve, the level of family income, and the
C o presence of children. 'ne criteria, one less subjective than the
attitudes of 1nd1v1duals, such as state leglslators who set AFDC
: standards, is target efficiendy. By this criterion states should
., receive Federal educatlonal fund supplements in proportion to~the .
*  number Qfaeducatlonaily—d1sadvantaged school children (estlmated by.
the number .of income-disadvantaged, or poor schodl children) in
the state. Terget efficiency may be better served hy a distribu--
tlon scheme based only on a- def1n1t10n of poverty.

P

If one “accepts: the goal of target ‘efficiency in Title I fund dis-
tribution and that such ‘a goal is served by a sinale poverty definition
___ allocative scheme, one must next address the issue of which poverty -
) definition should be used. What are the effects.of selectlng as'a
. o distribution base the existing definition or a relative poverty .
definition? Furthermore, what difference do refinements"such as
farm versus nonfarm scales and state versus national famlly median
- incomes make’ with regard to the distribution of Title I funds?
1. Finally, is it suff.cient to count merely the poor school children?
;&& *  Is it not desirable to incorporate, in some way, an estimate of rela-
: ‘tive need in the allocation of Federal funds? We next-examine these

N e b e
N b , e

2 \  issues. \ e
4 \\ Table 12, columns (4a) and (4b), shows respectively, the total

N numbeti of popr school childrer by state using the current official:

% . standard without a farm adjustment. The decimals in column (4b)

- . can be regarded as weights to use in distributing Federal funds.

.‘For example, if $1 billion were to be distributed among the. 50
: states and the District of Columbia solely on the percentage

of the nation's poor children in-a_particular state, with no

cost-of-schooling adjustment factor, then the state of Ma11e

\

- \ ‘ | 75 » : o
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/('wbuld receive 0,45 percent or,$4.5’miL1§on. In‘generalﬁ/ésere
/" ate only minor" differences in the[figuqés in columns (3b) :
{4b). In other words, dropping ¢he farm poverty threshold dif-~
ferential ir the current poverty standard would make little~"
.odifference in the relative allocation of Title T fundg,iff%he
- latter distribution formula were based only on count< of poor
childrens” . i L '
i , ! ‘ / ,/n/ . :
Relative Poverty Stan. cd with National, Family Income Median
i g i
, If one counted poor scho?;/cﬁiig;én using a relative poverty
definition instead of the current official poverty definition, what
does this imply with rggaré'to the geographic distributjon of poor
children and the associated allocat’ *- of Federal funds; to the various
statés? In additién, within a relative poverty definition, we again |
-focus on thg,ih@aét made by the choice of a state versys a national -
___median income standard. Finally, we compare each relative poverty

definition to; the current method of determining eligibility for Title I

funds. Ve

~t

-

i
7
z
/

- Consider Table 12 and tne entries in columns (4) and (5). If
one counts poor childrer. on a relative income vasis, there is roughly
a 66 percent increase in the number of poor children over the official
definition method This is a national average. Between various
states certain patterns emerge. First, notice the effect on states

. with large pomilations, including many poor children. Nearly one
out of three poor children using the relative poverty definition
live in either New York, Pennsylvania, Illinois, Texas, or California.
For New York, Pennsylvania, ar? Illinois, northern states wich large
urban centers, the relative a. nt of poor children increases if

__Ohe uses.a poverty standard based'on median income. For Texas

Ind Galifornia, the number of poor children increases absolutely,
but as a percent of the nation's, total poor children, declines

.. are observed. Next, consider the states by income extremes. The
Mid Atlantic and East North Central States; in gerieral, in 1969,
had median familv income above the national average. In contrast,
the South Atlantic, East South Central, and West South Central States
had below national average family incomes. We refer to the. former as
relatively rich and the latter as relatively poor. In the relatively
rich states, replacing the current official poverty measure with a
median-income-based relative poverty measure increases the relative
number: of poor children. For the relatively poor, states, the same

... Change leads to a lower percentage of the nation's poor children.

f

Relative Poverty Standard with State Family Income Median
. \

By We can extend the comparison to include relative poverty

based on one-half of median income for the states by comparing the -
entries in columns (4b), (5b), and (6b). - Two important results
emerge. For the relatively rich states, we find use of state median
income nearly doubles the number of poor children over the official

2
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meast o8 and also causes a rise in the percentage of the nation's
-, poor round in those states. .For the rélatively poor states, ther§
<-i§ an-absolute increase in the nunber of poor children as we cha?ge N
f',fpbve:ty definitions from the current definition to one based on ’ A
" . state median income, but this increase is so small that relatively
- fewky po?r children are found in those-states than before. /

o3

-

A second_result is that regardless of which median income’
standard is chosen, state or national, a relative poverty standard
-results in relatively more poverty among school children in richer

_-states than if one uses the official définiticn. /

.. . -For a distributional view, richer states will rec
more funds than p

4 e current standard. Secondly, Wi -]
- poverty definitions, a State-based median inéeme poverty standard
implies more funds for richer states and less funds for/éoorer states

I

_ than would occur if a national median income were used./ /
The premises underlying the. above conclusioen are‘ﬁhat (a) the

distribution of Federal funds to impoverished school children is
based soleiy on poverty counts, not poverty counts AFDC partici-
pant counts, and (b) cost-of-schooling adjustments do not affect the
main qualitative conclusions. Khan and Miller reached the cdnclusion
that absolute versus relative poverty definiticns wopld not appreciably
alter: the allocation of Title.I funds among the states. However, - .
they sought to replicate the actual Title I eligibility and-distribu-
tion formula, whereas I del}berater eschewed the AFDC participant
adjustment which has regiqh 1 implications. :In adqition, Khan and
Miller made no adjustment;for family size and composition or farm/
nonfarm residence when cofparing absolute and relaﬁive poverty. = e
Given'the importance of équivalency scales from a /conceptual stand- -
point, it is possible ti their estimates of Title I impacts weré
affected by not adjustin, for equivalent income. 54/ ‘What-afe the
distributional implications of continuing to assume school costs
do not matter and replacing, the Title I eligibility criteria with

‘a relative poverty definition? To answer this question compare the
entries in colums (1b) and \(6b). What such a comparison really -
reveals is the impact using relative measures as the basis for
distributing funds, rather than the present formula which <includes
consideration of AFDC count as well as poverty -counts. As AFIC
eligibility rules do not cluster according to census area, it is
difficult to generalize. For southern states, there is a slight
“tendency to increase the perceﬁtage/pf/eligiblesugging a national
median income poverty -standard and-decrease the percentage of
eligibles using state median }ndome poverty measure. " For north-— -
caz-arh s tates, ‘use of either median income standard reduces the
pe-. entuge of eligibles below that currently in use for Title I.

'
7’
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Alternati%e Distribution :o ‘
\\’ - Table 13 shows several illustrative Federal fund qilocaiive .
schemes under several poverty definitions. FPoor school-aged children
sounts form the base on which the allocative weights afe built.
colums (1), (2), and (3) show, respectively, oﬁficiaﬂ definition

national median, income and state median income poverty counts.
These entries repéat the;column percentages of Table 9. As we
mentioned earlier, under a Qistributioh formula based on the num-
ber' of poor in a state as a percentage of the nation'/s poor,
. relatively rich statés stand to receive more: funds than poorer
L states if one uses a median poverty definition than with the.
current poverty definition. Is such a result reall fair? ~
That is, many would agree that such an.effect runS'éountqr‘to
: . the concept of vertical equity. Vertical equity is?ues are usually
N raised with regard tc comparisons of, for instance, -tax burden on
: . individuals of different income levels. Comparing states of di
ferent income levels is similar, but not exactly the same thing. H
. If we assume that the: income distribution shapes are similar -
from one state to another and that only the median incomes differ,
then one way to achieve parity between the distribntion of Federal
funds to poor school children in a relatively low-.ncome State and
poor school children in a relatively rich state is to weight the counts
of "poor students by the reciprocal of the median|income of thé state.
- In this manner, one can avert the questionable distributional con-
sequences noteazabove when we based distribution schemes solely
L 6n a median income poverty definition, especially state median
"income. . ) L
i
: Colums (5), (6}, and (7) present relativeé allocative weights
, associated with official definition, national-‘median income, and

state median income poverty stal {c

ndards, respectﬁvely. The effect
: of adding the inverse of state median income is to allocate fewer
) Pederal funds to states that are already relatively well-off.

For example, according to Table 9, column (1)} which shows entries

i’ . for Title I allocative weights if current eligibility criteria were
i used as a distributional criteria, shows tﬁap New York would receive,

over 9 percent ot the nearly $1.9billion digtributed annually under

Title I. This assumes no school cost adjustment in the current scheme,

but includes AFDC participation. If we drop the AFDC factor in the

current scheme and base an allocative scheme on the percentage of the

nation's poor children livirg in a state and weight that scheme by

the inverse of average income in the state, New York, according

- to Table 10, column (5), would receive 5.78,percent of total Title I

. . funds. Similarly, Illinois, now receiving’ 4.49 percent, would receive

. 3.05 percent under the revised scheme. Rgiatively low-income states,

however, would experience the reverse tendency. South Dakota in 1969

. had a median family income of $7,490 as oﬁposd to $9,560 for the na-
tion. Hence, South Dakota would increase its share of Title I

funds from 0.42 percent to 0.50 percent. | .The low increase reflects

<
-
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Table 13. P'opr’, Related Schoolchiddren:
Alterne;tivga Poverty Counts and State Median Family Income for 1970

[

S e o e

Weighted Distr ibutional Schemes aésing =

@
”

-t = 1

e

{1). (2) 3) 4) (5) ~(6) 7
> Allocation . Allocation - Allocation
. Poverty Numbers Poverty Nurbers Scheme Set by Scheme Set Ly Scheme Set by
! Based on One-llalf Based on One-flalf Percentage of Furcentage of Percentage of
‘ Poverty Nambers National ‘Median State Median Family Nation for Nation for Nation for
Based on Current Family Tncome Income Using SSA, 1969 Mcdian  Product of Product of Product of -
Poverty Thresholds Using 854, Nonfarm  Nonfarm Bquivalency Family Col (1) x . Col (2) x Col_ (3) x
{Nonfarm) Equivalency Scales™ Scales Income 1/Col (4) - 1/001 (4) 1/Col (4)
U.s. o 8030.0 ~13349‘.2 .13007.3 9596 .
land 268.7 471.9 494.4  inin 10731 2.84 ' 3.12 . 3.24 .
ine 3€.4 47.5 7.5 ¢ 8220 .48 .40 .40
New Hampshire 15.7 33.8 31.2 A 9698 .18 .24 4 .22
Vermont - 14.3 28.8 24.1 8974 Tl .22 .18
Massachusetts 121.8 226.5 233.9 10981 1.22 1.43 ) 1.48 .
Rhode ‘Island 28.1 42.6 43.0 9734 W31 . .30 .30
Connecticut 52.4 92.7 114.7 12045 .47 .53 .66
Mid /itlantic 1033.0 . + 1835.4 1881.9 <10472 10.86 12.24 12.48
New York 563.7 952.9 1024.6 10719 5.78 6.18 ‘ 6.66
New Jersey 151.1 '277.3 334.3 111589 1.42 1.66 2.01
Pennsylvania 318.2 .+ 605.2 523.0 9568 3.64 4.40 3.81
_Last North Central 1058.0 1929.3 * 2155.0 10660 10.88 i 8.59 P 14.09
. Ohio 288.7 525.2 547.6 10376 3105 .64 3.68 .
Indiana 123.3 250.6 282.5 o 9967 1.35 .61 1.97
I1lincis 308.9 537.1 - 628.3 : 11096 3.05 3.36 3.94
Michigan 222.1 391.1 465.0 11174 2.17 2.43 2,90
wisconsin 115.0 225.3 231.6 10080 —1.25 1.55 _]:‘60
West North Central 559.8 1034.4 961.5 9017 i 5.90 8.06 7.47
Minnesota 104.4 206.7 221.4 9928 1.15 » 1.44 1.55
Iowa 78.0 160.6 141.7 . 9055 .94 1.23 1.09
Missouri 180.9 306.2 288.3 8935 2.22 2.38 2.25
Noxth Dakota 31.7 56.6 46.1 7836 .44 .50 .41
South Dakota 4.3 67.7 47.7 7490 .50 e .62 .44 .
Nebraska 55.6 102.6 94.7 8597 .70 .83 .76
Kansas 74.9 134.0 121.6 8725 .94 1.06 .97
7 e .
/// '
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South Atlantic : 46 ° 8564
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Special "tabulations prepared by the Bureau of the Census.
Oolum (1), Same as Colum (4), Table 12.
Column (2), Same as Colum (5), Table 12.
Colum (3), Same as Colum (6), Table 12.
Colum (4), Same as Colum {5), Table 10.




zﬁthe fact that relatively few poor..children l1ve in South

~DakKota. - Poor southern states with many poor children, such as

‘vAlabama, would .stand to increase the1r share of Title I funds

from- 3.16 percent to 4.35 percent. Other comparlsons can be made

for other states. o ) : /

'1/ ‘.§everal criticisms can be made of the proposed alternatwe

. I distribution scheme. 'Fjifst, the data base reflect 1969 -

: 'condltlons which may.not be relevant' today in 1977. This points

/ to a need for state—re11ab19/anome data to be collected more fre-

, quently than every ten yezt . The current off icial poverty lines
‘are.updated- each year. b Gpi, but changes in the relative geo-

~ graphic location of th poor are not estimated in the alternative-
. scheme we propose’ (ov'1n the current Title-I- scheme) Secondly,

the goal of Title }7is to provide aid to educat1onarly d isadvan-

taged children. Me have“not provided: school—d1str1ct-spec1f1c '

‘poor counts. e - .

H

L A th1rd cr1t1c1sm also po1nts to the need for more data. -
Implied in the state 1ncome-we1ght1ng procedurerfé’the assumpt1on
that ‘real -income does not vary between states. This assumption is
‘consistent with most Federal administrative uses-of SSA poverty
_standards, but may be an incorrect assumption. If hlgh—lnccme
- states also have high relative prices of goods and gervices and if
. high~-income states have relatively greater gaps between their edu-

fiscal capacity. As an intermediate. step 1n this process, state-
specific average prices for goods and serv1tes could also be used’
- to adJust current poverty lines.

_,We conclude that these criticisms are general criticisms
which can be appliéd to the current Title I scheme and are not
unigue to the a;ternatives we examined. ) .

Two alternative distribution schemes are shown in columns (6)
and (7) of Ta ese are based on the relative poverty stan-
dards we have been discussing ‘plus the income reciprocal used to

~ weight current poor ch11dren cguntse__The_ent;4es are provided for
" interested readers. -

kit i e e et

PR

o

cational needs and the1r local fiscal capqclty, then use’ of the income
inverse we1ght may have been too severe in high-ircome states. What
is needed are state-gpecific measures of real gaps between needs and

iy
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' CONCLUSION

~This-paper includes-a gefietal view of important issues one
must -consider in developing economic definitions of poverty.
How the poverty standard is set and how it is adjusted over time
are two important aspects in distinguishing the two main alternative
- poverty définitions: absolute and relative poverty. In-the concep-
tual section, we also review carefully the components of income,
equiyalency scales, and geograptiic cost-of-1iving differences, each
an‘Important aspect of the current official poverty standard and of
relative poverty méasures.” = .

In the empirical section, we compare poverty counts with the
current official .poverty definition to one based on one-half median
family income. Compar isons are made according to characteristics
of the poor and geograptical location of 'the poor. Changes in poor -
family characteristics and geographical distribution between 1967
and 1973 were also examined. Finally, we examine empirically -
selected examples of how choice of a poverty definition alters -
the distribution of Federal funds to the states. No exact distri-
bution formulas are used, but the directional changes‘in relative
allocation weights associated with the current definition versus °
medium income-based poverty are probably reliable estimates of;
actual directional changes. Within the program rev fewsparticular

attention is given to Title I, ESEA, implications. Several altérna~_ _ -

tive schemes to the current Title I allocative formula at e developed
for illustrative purposes which are based, ih part, on relative
poverty definitions. X " '

To be "officially," "statistically" poor in this country_has
meant, for the last decade or so, to have an annual income which
is below the appropriate cell in the 124-cell-matr ix of official in-
"come thresholds.” “In recent years, however, increasing program use
has been made of a median income-based poverty standard. Aside from
a review of conceptual problems .common to either poverty standard,
the maini contr ibution of this paper has been an-empirical, tabu-
lar analysis of these two concepts of poverty.




° FOOTNOTES -~ "/

1. See Henry C. Simons, Personal Income Taxation, The Defl-
nitlon of Income as-a Problem of Fiscal POlicCy (Chicago: University .
Icago Press, 1938). Also, W1ll1am~A Klein, "The Defjfiition
- of Income Under a Negative Income Tax," Morida State,UnlverS1ty
Law Review, Vol. .2, No. 3, Summer 1974: 449-491. ° . .
2. John -R. chks, Vélue and Capltal, 1st edltlon (Oxford:
Clarendon Press, 1939) p. 172,

L «
& .

-3, 1 am indebted to David Llndeman for this d1st1'nctm...”¥

4, Hicks, op c1t, p. 176.

5. . For further discussion of th1s point and other conceptual .
issues in defining-income, see F. ‘Thomas Juster,, "A Eramework for
the Measurement of Economic and Social ‘Performance" in The Measure- -
ment of Economic and Social Performance, Studies in Income
Wealth, 38 (New York: National “Bureau of Economlc Research, 1973)
-and R. H..Parker and G. C. Harecourt, Readings in the ‘Concept and’
- Measurement of Income, Cambrldge Un1vers1ty Press, 1969. -

“ @

s -6. Tererice Kelly, "Poverty Flows" in The Pres1dent's Commission
. on Income Maintenance, 1969. Also see, The Measure of Poverty,
Technical Paper No. XVII.. . [

>

7. See a series qQf art1c1es by-Reuben Gronau, .g., "Wage

Comparisons - A Selectivity Bias," Journal of P011t1ca1 Economy, 1974,
Vol. 82, pp. 1119-1143. o \

N = \ & .k
8. F. Klelﬁwachter, Das Einkommen und-seihe Vertellung (Le1321g, : . B
1896), pp. 1-16. ‘Cited in Simons, op cit. T
) ) . & '
% 9. Ismafl Abdel-Hamid Slrageldln in Non-Market Components
2 of National Income (Ann Arbor: Institute for Social Research,
: -University of Michigan, 1969) . .

R4 ‘ s

o 10. See John S. Akin and Stanley P. Stephenson, Jr., "Reglonal #_;wjé,:;
;}\ . Impacts of Inflatlon," Review of Regional Studles (forth&oming). - p
. 11, Several studies have examlned the impact on measured : ////

income distributions of imputing a value to the service flow from -
an asset stock. Mollie Orshansky, in "How Poverty Is Measured," ,

: ’ Monthly Labor Review, February 1969, says that to ignore assets ,//

5 (in measur1ng income) is a serious defect. Yet, she points out that
Dorothy Projector and Gertrude Weiss found, except among the aged,”
only few.low-income households have many- assets, in Survey of . -
Financial Characteristics of Consumers (Washington FEEera¥ Reserve ,

* Bystem, 1966). Also see Burton A. weisbrod and W. Lee Hansen, "An .

Income~Net WOrth Approach to Measuring Economlc Welfare," Amerlcan o

=

- 63 17 - o




T

Eeotiomic Review (December 1968), pp. 1315-1329 and' Michael K. Taussig,
Ternative Measures of the Distribution of Economic Welfare (Princeton: '«
- Tndustrial -Relations Sectilon, Princeto University, . .. The latter

two-studies estimated families’ well-being as money income plus
the annujity value of net worth less property income, such a$ rents
and dividends, already,included in money income. Taussig, using a
_relhtive poverty standard, found that fewer whites were poor after
adding net worth than befere, which supports the previous studies. - .
For oblacks, however, he fuund more povert with net worth added, e
.*- since few aged blacks have assets.“hgla, p. 39). The main point E
for us is that-each -of thege-studies had to deal subjectively with® + =~ =
a variety of .conceptual decisions regarding asset value. In this

i

= :section we consider -a-few slch decisions. - L e
12. Klein, opcite - =~ ,
[ . ’ .o , v
‘13..- See Simon, op cit, p. 47.// ) N ,
] . N . o '

14. J. TQkSi'n, J. Pechman,/‘P/., Mieszkowski, "Is a Neéative Income,
Tax Practical?" 77, Yale LawJournak 1, 1967. .~ T
Ny ) — ‘ . . R
15. For an analysis of government tax burden and &xpenditure.

by income' class See W. Irwin Gillespie, wEffect of Public Expenditures -

on the Distribution of Income" in Richard "A. Musgrave, editor, Essays .,

in Fiscal eralism, Washington, D.C., The Brookings Institution, .

1965. Also see Joseph, A. Pechman, "DistEibution of Income Before

__and After.Federal Income Taxes, 1941 and 1947" in Conference:on -
Research in Iacome and Wealth, Studies, in Income and Wealth, 13, . °
New York, National Bureau of Economic Research, 1951. Also see,

LY

Taussig, op ¢its pp. I5-21.

- - .-

[N

6. These iissues are discussed in T:‘:mssig, op cit, pp. 15-21.

‘ *
‘ ©17.- See Jan Peskin, *In-kind Income and the Measurement’of
Byverty,” this volume. Also see Timothy ‘sméeding and the "Anti-
poverty Effectiveness of Cash and. Non-Cash Transfer”Programs”

- IS

Py

(Ph.D. dissertation, U}l'yersity of Wisconsin, 1975).
" 18. Robert D. 713lotnick, "The Me}:\surerpent of Po{re;tiir" in Pl'otﬁick
and Skidmore, ed:,- Progress Against Poyerty (New York: Agademic '
: Press, 1975) pp. 34—3%. "I a%so am gratefui to Dr. Plotnick for
- ‘a note regarding this.point. - T v

e 19. For additional discussion, see "The Measure of Povérg:y."

.. . . 20. The first part of this question has received considerable
s attention from analysts. For example, see Robert J. Lampman,
‘ "Measured Inequality of Income: what' DoescIt Mean and What Can
It Tell Us?" in The Annals, 1973, p. 83. . i




. e . . / ‘ / .

... 21, Peter Townsend, "“The Meariing of Poverty,” The British. /
f—f_’inhmaI” of Sociology, XVIII, t‘?o,_ 3, September, 1962, pp. 210-22'7. !
L 22, .‘Mpllie Orshansky, "Children of the Poor,"'Soéi'a/l 'S‘{acur.ity / :
.Builetin, July 1963, and "Counting the Ppor: Another Look at the- / ‘ LN
overty ofile," ‘Social Segurity Bulletin, January 1265. //,é , / ]

T 23, Mollie Or,shansky/ "Counting the Poor: Another )f.ookrtaﬁt;g_ N
- -the Poverty Profile," p. 9. ’ ) /

<

... . ‘24..See, "The Thrifty-Food Plan," Consumer and Fopd Economics )
- Institute, U,S. Department of Adricultyre, September 1975. The -
+thrifty food plan replaces the economy f plan. See also, the 1965 ~ -
..Food- Expenditure Survey and 1975 Food Pla derivations, U.S. Depart- .
.ment. of Agriculture. Israel’Putnam.has suggestéd to jme-that method- - 3
_ ological -problems may ‘exist because of ,'delayi'betwee the time_foods e
: . ‘are priced and used  to compute food plars and\ the t%ge such plans are -
~ used to update poverty iines. Interim changes} in relative f prices
‘arevt'ot considered. S AN S B .

RS *" " 25, " Ernst Engel as guoted. in Zimmermar, Carle C., Consumption .
- and Standards of Living (New York: . Van Nostrand/Co.., 1938) p. 99, ~F
=™ Tlted: in Carolyn Jacksor, op cit, 1968. /7’ . e N k

N . ¥ . v.rs

-
* ~

- 26, Milt;qn Friedman, “A Method of Compar/fng Incomes-of . |
Families Differing irlﬁanmsitiop," in Studies in Income and Wealth, - ' Ik
15 {New York: National Bureau of Economic R(_—:}§earcﬂ, 1552) pp. 5‘ =28, . ot

Harold W. Watts, "The Iso-Prop Index: An Appréach to the Deter— s
mination of Differential Poverty Income Thresholds," The Journal X 3\ ‘
- of Human 'Resoutces, Vol: II, No. 1, Wintey, 1967. See also,. - VoL
- " JoSeph J. Seneca and Michael X. Taussig, "Family Equivalency ' -
Scales and Personal Tax Exemptions for Ct{ildren," in The Review

e \ 27, Parts.of the following presentati'béi' follow that of ¥

~~  ~of Economics and Statistics, August 197V,
. AT I’

H

28, Elliot Wetzler, Déterminatigl of Poverty Lines and Equivalent \

4 : Y

* Welfare, Research Paper, p. 277, Institute for Defense Analyses,
September 1966, 23 pp. Also.see a rg(liew"of the basic literature
in Carolyn A. Jackson, Revised Equivalence Scales for Estimating .

N E‘égivalént Incomes or Budget Costs by Family Type, U.S. Depar tment
z : I, Bureau of Labor Statistics, Bulletin No. 1570-2, U.S.

RN .

o \ Gox)\ernment Printing Office, November 1968. . , / -
< N A - [ I -

‘., "« \' 29. This discussion follows, that found in Lee Rainwater,

2 “..What Money Buys (New York: Basic Books, 1974) especia/lly pp. 104-106.
N N n , /o . .. : ‘. , I ‘

3

\ . /o
30. Wattsyop cit, p. 4./ i
\ /.

31, Bakin and Stephenson; op,cit. -




e-R iy g A LIRS . . N N . T o A
IR - — b » K M '
- - v , .

_M e ' T .

-+’ 32, Poverty Amid Plenty: The Americah Paradox, The Report of
the Pr{esident's é ommission on lncome Malntenance Programs.  Washington:

U.S. Government Printing Office, 1969, p. 37. ' .

33. Theodore W. Schultz, "Investing in Poor ‘People: An Econo-
. mist's View," American Economic Review, Papers and P;‘oceedings!' May
1965, pp. 511-312. ' : o~

" 34, 'Harry G. Johnson, "Approachés/t_d the Reduction of \
poverty: II," comment on paper by ProfesSor Lampm at the 1964 ‘/

Amer ican Economjc Association meetings,; repr inted in Edward C. / \,
Budd, ed., Inequality and Poverty (New York: W.'W. Norton, 1967)
p. 183. Ve S . . ]

: /

' 35, Burton A. Weisbrod, The Economics of Poverty (Engle- ;
wood' CLiffs), N.J.: Prentice-Hall, 1965) p. 13.. . ,
, ] \. o .

H

'4 ' . \‘ . /
36, Robert W, Kilpatrick, "The Income Elasticity of the ,
~Povert;y/ Lines;" Review of Economics ard Statistics, 15973. ).

o ' LN — : '

~

37 For examplej .see Oscar Ornati, Poverty Amid 'Af-fluen/ce
(New/ York: Twentieth Century Fund, 1966) and: Eugene Smolensky,

. +"The Past and Present Poor" in U.S. Chamber of Commerce, Task Force
on Economic Growth and Opportunity. The Concept of Povert (Wash-
ington, D.C.: U.S. Chamber of\Cqmnerce,- 1965) pp. 35+6/./ Also .

SR see discussion by Herman Miller in M. S. Gordon, ed., Poverty in

: "Amer ica (San Francisco: Chandler, 1965) pp. 85-101. /e

s / ! \ ~ N

: / 38. Martin Rein, "P‘roble;ﬁs infthe\g\efinition and/Measure—

‘ment of Poverty,"™ in Poverty in America, &d, Louis :.éi’[-‘erman et al

-

: / (Ann Arbor: University of Michigan Press,.,.!_lﬁég\) pp. /116=133.
./ . Also see further discussion 6n externality attributes of poverty
, é# 7 ;- in Eugene Smolensky, "Investment in the Edhcation\o;f the Poor:
i / . A Pessimistic Report," American Economic Review, May g .
/

\

. ) ' . /
o 39. Gerald, Rosgntha{, "Identifying the Poor: Economic
/ . Measures of Fovgrty," ir On Understanding Pover% , Daniel P. '~
/ Moynihan, ed. (New York: Basic Bodko, pJ/ 334, -

5 ' / - o

/ . 40. Mary Jean Bgwman; "Ec;ye\rty in an Affluent Society" in

/ Neil W. Chaguberlain,‘/‘Contemporary\Ecpnomic Igsues (Homewood, Ill.:
/- Irwin, 196?) pp. 53754. j S

Al - ‘ N ' .
41." Victor Fuchs, "Toward a Theory of Poverty" in The Concegt

of Poverty (Washington, D.C. 3 Chamber of Coimerce, 1965) ,pp. /1=
Also, see his "Redefining Poverty and Redistributing Income," The

Public/Interest, No. 8, Summer 1967, p;;/.\.88—95.' .
’ Q - -

"/ ~
.42, Bowman, ibid. ) .

5 - - \

- 80




A - .. ‘\\‘_v SN
.t . < T X \\ >

. 43. Also see, D. J. Aigner and A. J. Helins, "A'Social Wt}l\gare
.~ View of. the Measure of Income Equality,! Review of Income and Wealth,

Series 13 (March 1967) pp. 12-25. ~~ -

N

o 44, Lester C. Thurow, Poverty ‘and Discrimination (Washington,
D.C.: The Brookings Institution, 1969) p. Zl.

. - 45. Ibid, p. 23. .

/ 46. Kilpatrick, op cit. ' ' 2,
~  47. 1big, p 327. Also s«=e Thurow, op cit, pp. 21-22.

48. Two recent studies which also include emgirical compar i<
sons of *absolute versus relative poverty include Lawrence Brown,
"Character istics of ,Low-Income Populations under Alternative Poverty
Definitions," Technical Paper XVIII, The Measure of Poverty, 1976,
and“Robert D. Plotnick and Felicity Skidmore, op cit. N

\ 49, U.S. Bureau of the Census, Currerit Population Répo‘rt':s,
Series P-60, No.' 98, "Characteristics of the Low-Income Population:
. 1_\9\73," U.S. Government Printing Otffice, Washington, D.C., 1975.

50'. See U.S. Department of Health, Eduéa;tior{, and Welfafe,

) Aid to Families with Dependent Children: Standards for Basic Needs,
v , DHEW # SRS /5-03200, p. 7. . -
v - H . r 4
/ - \ . .
11.. Median income derived from Table 345, "Median Income -
in 1969 of Families, etc.," U.S. Bureau of the Census, Cé\sus ofathe
Population 1970, Detailed Characteristics, Final Report PC“(1) D1.

{ N . . . . .
‘ 52. See paper "Administrative ari Legislative Uses of the

Terns," "Low InE:Qme,"‘ and "Other Related.Items," this volume.

.. 53. Alan Ginsburg and:Charles Cook, "Education's !Need for
Small Area Low-Income Data with ReTerence to Title I, ESEA," pre-
. sented at 17th Megting of the American Statistical Association, . .
Atlanta, Georgiad? AlSo:gme, Abdul Khan and Herman Miller, "Impli-
' cations of Alternabive Meadure of Povery on Title I of the Elemen-
tary and Secondary Educatio:{ Act," Technical Paper XVI, The Measure

of»’Povertx, 1976.
) 54. Abdul Khan and Herman Miller, op cit. ?

~

* GPO 916°630




